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PART |I: THE BOLIVIAN DEVELOPMENT CONTEXT

A. Background

Balivia is land-locked and relatively sparsaly populated, with a territory roughly the size of Texas and
Cdifornia combined and a population of 8.7 million. It is one of the poorest countries in the Western
Hemisphere, with a per capita income currently estimated at about $869 per year. Bolivia has the second-
highest level of infant, child and maternal mortality after Haiti, the poorest nation in the hemisphere.
Nationd income is highly skewed, with about 60% of the Bolivian population living in poverty and 24%
in extreme poverty, while around 20% of the population accounts for 64% of nationd income. Rura
poverty stands at over 80%. Rea economic growth is negligible due to, among other factors, low levels
of domestic and private investment, high levels of government corruption and inefficiency, limited and
poor-quality productive infrastructure, and low productivity rooted in low levels of education and health.
Bolivia's poverty is at the root of serious and recurrent socia and political unrest, which in turn further
hinders economic growth by discouraging much-needed investment. Major flashpoints of unrest center
on tax increases, land tenure and distribution, water rights, government corruption, low teacher, hedth
worker and police salaries, and the illega cultivation of coca leaf and the effarts of the Government of
Bolivia (GOB) to eradicate it, which must often be done by force.

B. Rationalefor Assistanceto Bolivia

The mgor United States Government (USG) foreign policy priorities in the Western Hemisphere include:
promoting and supporting stable, democratic governments under rule of law; reduced poverty through
broad-based free-market economic growth and increased trade; and suppression of narcotics production
and trafficking. Despite an extraordinarily difficult politicd and economic environment, the GOB
continues to pursue painful yet needed economic and political reforms. The GOB honors its internationa
and bilatera commitments to combat narcotics production and trafficking, at great domestic political cost.
USAID’s assistance program is an integral part of the U.S. Mission [to Bolivia] Performance Plan.

C. TheBoalivian Assistance Environment and the Development Challenge

Bolivia has in the past few decades progressed significantly on both the economic and political fronts,
with 20 uninterrupted years of democracy following decades of political upheaval and military coups and
dictatorships, close to 18 years of fundamental and far-reaching economic reforms, and significant
improvements in mgor socia indicators. During the 1990s, poverty decreased from about 70% to 60%,
primary education completion rates increased from 55% to 79%, and child mortdity dropped by 50%.
Bolivia is often cited as one of the world's most successful economic stabilization models. Profound
structural reforms began in 1985 and ranged from a State-enterprise privatization program and a
decentrdization plan that shifted significant resources to the private sector and to municipal government
and loca communities. Congtitutional reforms improved the country’s judicial and eectora systems. In
addition, from 1998 to 2002, the GOB's illega-coca eradication program was credited with reducing
illicit coca leaf cultivation by 34,000 hectares, to less than 10,000. Bolivia also successfully developed a
Poverty Reduction Strategy (PRS) with broad civil society participation and was granted some $1.5
billion in debt relief in 2001 through the Highly Indebted Poor Countries (HIPC) initiative sponsored by
the International Monetary Fund (IMF) and the World Bank.

Despite this progress, unacceptably high levels of poverty and a consistent pattern of socia and political
excluson of the indigenous majority perss. It is estimated that some 130,000 Bolivians fal beow the
poverty line every year. Economic growth over the past severa years has been far below levels required
to further reduce poverty, a fact that continues to have major political consequences.  Bolivia's chronic
and severe poverty, combined with government unresponsiveness, incompetence and lack of



transparency; widespread corruption; extreme socio-economic dratification aong racid lines;, highly
organized and active radical groups hostile to the nationa political and economic order; and a aulture of
socid mobilization and confrontation with government authority; make for a highly combustible mixture
that can and does explode under the right conditions. The most dramatic manifestation of this volatility
occurred in October 2003, when popular opposition to a Government plan to sell natura gas to the US
through a pipeline in Chile, a longtime historical rival, coalesced hitherto disparate demands, grievances,
and frugtrations of various groups into a violent rebellion against government authority that, following
dozens of deaths and millions of dollars in business losses and property damage, brought about the forced
resignation and flight into exile of then-President Gonzalo Sanchez de Lozada.

D. Bolivia's Economic Environment

While Bolivia's economy resumed growth last year and continues to grow, this has not trandated into
employment and income growth or any reduction in poverty. The Bolivian economy plunged into
recesson in 1999 by a combination of externa shocks and interna structura deficiencies. Economic
crises among Bolivia's neighbors made themsalves felt almost immediately through major decreases in
externd trade, flows of externa capital, and remittances from Bolivians working in those countries that
lost their jobs and returned home. Interna structura deficiencies include a narrow domestic market, a
smdl industrial base and formal sector, a shortage of affordable capital for business investment, low
workforce productivity, very high transaction costs, and over-reliance on price-volatile primary-product
exports for hard-currency income.

Bolivia has experienced a dramatic dowdown of gross domestic product (GDP) growth over the last
decade. While in the 1990 to 1998 period GDP growth averaged 4.4% annualy, from 1999 to 2003 the
average growth rate barely reached 1.9%, amounting to a negative per capita growth rate when population
growth (almost 3% annually) is factored in. Preliminary figures for 2004 show a rate of around 3.6%,
which is barely positive in rea terms. Accordingly, annua per capita GDP, aready one of the lowest in
the hemisphere, has declined, from $1,069 in 1998 to $869 in 2003. The lowest growth rates for 2002
(the most recent labor data available) were in labor-intensive industries such as retail sales, mining and
agriculture, due to low market prices and reduced consumer spending. Capital-intensive industries, such
as gas and ail, and communications have actualy grown (6.5 and 6.0%, respectively). Unfortunately, the
lowest growth rates from 1999 to 2003 have been in precisely those sectors that provide the most jobs. In
2002, urban unemployment reached a pesk of 8.7 - a very high rate considering that this indicator
excludes the rura population. Moreover, the private sector employment index, which measures the actua
number of jobs, has not changed in 2002 relative to 1995, meaning that a large portion of new entrants in
the labor market have not found employment. The reduction in employment has created a vicious cycle
of poverty wherein a reduction in consumption leads to business failures, further aggravating
unemployment and a decline in household income that leads to further reductions in consumption.
Though the mgjority of the workforce is in the informal sector, the income of farmers and wage labor
constitutes the bulk of national income. The hope is that the recovery shown in 2003, due to increased
exportsin, for example, soybeans and minerals, is sustainable.

Another important set of indicators is trade-related. From 1980 until 2003, exports held steady at around
one hillion dollars in nomina terms. Given the change in the terms of trade, this means that the red value
of exports declined by more than 50% during that period. Part of the decline is due to the predominance
of primary products, whose value-added is low and for which international prices have been declining. In
1980, minerals and gas exports represented about 83% of al exports. In 2003, those same products plus
soybeans and soy products accounted for about 88%.

There was a turnaround in 2003, when the level of exports surpassed $1.6 billion, showing a recovery.
This increase is due to increased quantities and prices of most Bolivian exports. The Andean Trade



Promotion and Drug Enforcement Act (ATPDEA) has certainly played arole in this increase by granting
duty and tariff-free access to the U.S. market for most Bolivian products. Exports of value-added products
in sectors such as textiles and apparel, wood furniture and doors, jewelry, and leather products increased
significantly, creating thousands of new jobs in these sectors.

Recent discoveries of vast natural gas reserves have raised hopes of dramatically increased export
revenues through export of liquefied naturad gas to, among other countries, the U.S. and Mexico;
however, political opposition and uncertainty are casting doubts on this proposa. An exception is a
short-term exports contract to aleviate Argentina’s current energy aisis. While exports appear to be
recovering, another crucia indicator — direct investment - continues to decline. Investment relative to
GDP has falen from a peak of 23.6% of GDP in 1998 to 10.4% in 2003. Foreign investment represented
about 48% of tota investment in the period 1995-2003, due to extreme shortages of domestic investment
capital. This dependence on foreign investment capital has a very important political dimension. The
dependence on foreign investment is aso a dependence on foreign investors favorable perceptions of
Bolivia as an investment degtination, which grestly magnifies the negative economic impact of high
levels of socid and political unrest.

Some positive factors counterbalance this bleak scenario, however. Bolivia s macroeconomic policies
have kept exchange rates stable and inflation low by Latin American standards. ATPDEA has opened the
U.S. market to duty-free access of virtually al Bolivian exports and has generated significant increases in
exports of value-added products. Bolivia also enjoys substantial trade and market access as a charter
member of the Andean Community of Nations, and as an associate member of the South American
Common Market. The country is richly endowed with natural and cultural attractions that offer
significant potential for tourism development. It also includes the largest reserves of environmentally-
certified lumber-producing forests in the world, very competitive wage scales and an industrious work
force; all of which can be built upon in the development of its export capacity.

GOB palicies to address the crisis to date have focused on short-term ameliorative programs such as the
National Plan for Emergency Employment. On the fiscal side, these short-term palliatives have increased
deficits and crowded the credit market due to the GOB’s borrowing at very high interest rates and short-
term maturity. This increased use of non-concessionary credit (mainly domestic) is starting to erode the
gains from debt relief programs (such as HIPC and others). To reduce chronic GOB deficits and fund
socid and economic investment, President Carlos Mesa has implemented a mix of cost-cutting and
revenue-generating measures, including reductions in GOB saffing and sdaries and benefits of
employees (the costs account for the bulk of GOB expenditures), increased taxes and royalty payments
for the energy industry, and charges on financia transactions. An obvious source of revenue in the
medium-term would be sgnificantly increased exports of Bolivia's abundant natural gas, which was
approved by the mgjority of Bolivians under the nationa referendum on gas held on July 18, 2004.

E. The Socio-Poalitical Context

Bolivia's socid indicators are smilar to those of Sub-Saharan Africa countries. Almost 60% of the
Bolivian population is poor, with correspondingly low levels of education, health and nutrition. Only two
thirds of primary school children finish the sixth grade, infant mortality stands at 67 per thousand live
births, and 26% of children under three years of age are manourished. This widespread socia misery
makes itsdf felt politicaly, both through the support for groups advocating radical change and in periodic
outbursts of social unrest and violence. The heavily indigenous poor mgority in Bolivia is increasingly
unwilling to accept the social and economic status quo. The political expressions of this discontent range
from the unprecedented turnover in Congress in the 2002 elections that swept in an equally unprecedented
number of indigenous members, to the growing power of groups whose avowed aim is to overturn the
exigting political and economic system.



The volatility of the politicd dtuation, coupled with a fragile national government facing increasing
difficulty in maintaining order, has led to increasingly dramatic outbreaks of violent unrest. In February
2003, government authority broke down completely in the face of protests over a proposed tax increase
and the police and military exchanged gunfire in the streets of La Paz.  Thirty-four persons were killed,
hundreds injured, and vandalism and looting destroyed government and private property worth millions
of dollars. Beginning in September 2003, over six weeks of escalating confrontation and violent clashes
between radical labor and indigenous groups and government security forces over a wide variety of issues
led to an aimost complete blockade of La Paz by these groups. The escalating violence and effects of the
blockade led ultimately to the forced resignation of President Gonzalo Sanchez de Lozada on October 17,
2003. Over 60 deaths were recorded and the national economy suffered major losses. De Lozada was
immediately succeeded, as per the Conditution, by his Vice-President, Carlos Mesa, a non-partisan
former journalist and historian. Mesa's term corresponds with what would have been the end of de
Lozada'sterm — August 6, 2007. Mesa's ability to successfully serve out his term will depend in large
part on how successful he is in addressing some of the core issues that led to the events of September-
October 2003, including ownership and export of natural gas resources, the appropriate lega level of
coca-leaf cultivation, land tenure, sovereign access to the Pecific Ocean (lost in the war with Chile in
1879), indigenous group exclusion, and lack of jobs.

Immediately upon assuming office, President Mesa sought to defuse the explosive socia and politica
tensions by promising transparent, inclusive and participatory governance. Mesa has submitted, as a key
component of his administration’s agenda, the question of what to do with the nation’s vast natural gas
reserves to a public referendum. President Mesa's government has crafted and submitted to the Congress
anew Hydrocarbons Law that reflects the referendum’s results in terms of support for significantly higher
taxes and royalties on private companies working in the gas sector, while seeking to avoid damaging
incentives to private investment in the sector. Various political parties in Congress have expressed strong
criticism of the draft law. Private companies affected by the law are threatening to pull out of Bolivia if
the tax and royalty regime set forth in the draft law is not modified downward.

President Mesa has also promised to convene a Congtituent Assembly to review the Congtitution with a
view to making the politica system more inclusive, transparent, participatory and less vulnerable to
corruption. The outcome of this process is fraught with risk for congtitutional, free-market democracy.
The details of representative selection, and how the outcome of the Assembly’s deliberations would be
turned into law, are till in development. There is some resistance in the Congress, where many members
see the Assembly as a usurpation of the Congress's Constitutional role.

In mid-2004, the overdl socio-politica Situation in Bolivia may be characterized as highly precarious.
The overwhelming weakness of the government and lack of perceived legitimacy of the politica and
economic order, the culture of social mobilization and confrontation, a profound economic crisis and a
racidly-based pattern of social exclusion are the principa threats to this stability. In this context al major
political actors are attempting to accommodate themselves to the redlities of the moment, rather than
thinking long- or even medium-term. Perhaps for the first time since the mid 1980s, the very legitimacy
of free-market democracy has come into question. Compounding the difficulty are the severe limits upon
what the GOB can do to preserve the current (albeit precarious) stability. Though President Mesa has
been frank with the public about the fact that the government is unable to expand its services, operations
or employment, there is a strong and widely held ideologica tendency toward heavy state involvement in
the economy and a political culture of subsidies for everything from consumer commodities to political
parties. Given the huge size of the recurring fiscal gap (over $100 million this year), the President’s
package of austerity measures will not be enough to closeit.



F. Cross-Cutting Themes

Bolivia s development context necessarily shapes both the assistance environment and USAID’ s strategic
approach. The context can be expressed as a series of cross-cutting themes. Many are related; some are
either causes or symptoms of others. They either explicitly or implicitly inform the Misson’s new
strategic plan, within and across strategic objectives. They include the following:

The Crisis of Legitimacy of the Bolivian Political and Economic Order

Surveys of Bolivian public opinion, including those sponsored by USAID (such as the biannud
Democratic Vaues Survey) repeatedly reved a broad public disdain and contempt for Bolivias
traditiona political class, and a perception that the economic system is rigged against al but the minority
European-descended traditional elite and foreign interests, particularly large multinational corporations.
These sentiments, combined with widespread despair and frustration wer the lack of real economic
growth and a government seemingly incapable of decisive or effective action, have led to a crisis of basic
legitimacy for the Bolivian political and economic system. Recent polls reveal a willingness to accept an
authoritarian regime if it were to raise living standards. The anti-systemic forces that spearheaded the
revolt in October 2003 have been emboldened by their success in forcing a change of government through
street protests, and actively encourage the disillusionment with democracy and free-market economics.
President Carlos Mesa has pledged to respond to legitimate social demands but continues to adhere to an
essential  pro-free market, democratic mode that respects Bolivias internationa obligations and
maintains friendly relations with the United States (U.S).

The Institutional Setting

Bolivia's governing inditutions are dmost uniformly week, under-resourced and subject to powerful
politica pressures from organized opposition within and outside of government that undermine their
intended missons. This applies to both the principal political ingtitutions (the three main branches of
government) and to the permanent bureaucracy charged with carrying out government programs and
providing basic public services. All of these indtitutions are in need of significant reform. A militant
anti-systemic opposgition, combined with Bolivia's tradition of sociad mobilization and protest, signifies
that oppostion to government policies is not confined to the forma procedures of government.
Opposition groups make regular attempts to “govern from the streets’ by mobilizing groups, such as coca
growers, retirees, landless peasants, teachers, health workers, and transport workers in strike actions and
blockades. These methods invariably result in the further weakening of the legitimacy of dtate
ingtitutions.

Absence of the State

The effective absence of the Bolivian State in significant portions of the national territory is manifested
by the deficiency or lack of health, education, infrastructure maintenance and security services in those
areas. Lack of socia infrastructure and the staff to run them is a major source of complaint by rural
populations and contributes to low levels of economic productivity, high rates of maternal and child
morbidity and mortality, and high levels of socid disorder. This is particularly true in the coca-growing
regions of the Chapare and the Yungas, where militant coca-growing groups engage in campaigns of
intimidation and property destruction with relative impunity. Discontent with the lack of socid services
and infrastructure in rural areasisitsalf a periodic cause of disorder in those areas. In the City of El Alto,
bordering on La Paz and representing a choke point for the capital due to its being situated on al the
major access roads into La Paz as well as being where the airport is located, government authority is
highly attenuated when it is not completely absent. Neighborhood associations are the red authority,
though they themselves are often highly authoritarian and undemocratic. In the rura areas and towns of



the Altiplano region, west of La Paz, government representatives, including police, have been driven out
completely, leaving them under the control of groups appointed by leaders of radica loca indigenous
groups. In these areas, the writ of the government carries no weight. Absence of the state, regardless of
the cause, is one of the leading contributors to the poor public perception of government, as citizens
expecting government services wonder what exactly their taxes are paying for. Increasing government
credibility through an effective presence throughout the country is crucial to giving Bolivia's political
system the credibility upon which its long-term surviva depends.

Gender and Social Exclusion

While both women and men actively participate in dl areas of economic, socid and political life in
Bolivia, women as a whole have significantly less income, influence, autonomy and political clout than
men. Indigenous peoples, though a mgority of the population (over 60%), continue to be economicaly,
socidly and politically margindized, and, their marginalization is reflected in the extremely poor socia
indicators that characterize them. These phenomena are important sources of Bolivia s stunted economic
and socid development, as well as significant sources of dienation on the part of indigenous peoples
from the GOB’s democratic, free-market regime. They are aso major sources of public discontent with
nationa ingtitutions and of socid and politica unrest. The socid exclusion of the indigenous magjority
over most of Bolivia's history has created a skepticism and, in many cases, hostility on the part of that
mgority to the values, systems and ingtitutions associated with Bolivia's historica dlites, including the
republic itself. This sentiment is often reflected in the politica platforms and manifestos of Bolivias
indigenous politicdl movements in the form of oppostion to free trade, illega coca eradication, and
privatization of state-owned enterprises.

The Coca/Cocaine Issue

The cocalcocaine issue in Bolivia is a mgjor, recurrent source of conflict. The root of the conflict is the
irreconcilable demands of the GOB and the coca growers, or cocaleros. The law requires that illicit coca
(al coca cultivation above 12,000 hectares nationally, and al coca grown outside the Y ungas region) be
eradicated, and the cocaleros do not accept the law. The extremity of rurd poverty, the paucity of income
dternatives, high unemployment and the profitability and ease of cultivation of coca al militate against
attempts to eradicate it. Forced eradication in the Chapare will continue to generate strong resistance, as
well as accusations of human rights abuses against security forces doing the eradicating. A growing trend
has been sustained reduction of illegal coca in the Chapare, accompanied by significant increases in the
Yungas. The Yungas now accounts for 83% of the illegal coca produced in Bolivia. In the Yungas, the
GOB has sought to reduce illegal coca through a system of incentives (improved services such as roads,
water and electricity and signed agreements with farmers to voluntarily eradicate. However, as hard-core
illegal coca growers move into the Yungas, the limits of this approach could manifest themselves, forcing
the GOB to consder forced eradication, with al its implications for violent resistance and its attendant
socid and politica ingtability.

Land Issues

Despite a mgjor revolution in 1952, the agrarian reform program carried out in its wake left significant
areas of the country — particularly the then-sparsely populated east - untouched. In the reformed areas of
the Altiplano, rapid population growth and sub-divison into excessvely smdl units and soil exhaugtion
have rendered previoudly viable parcels unable to sustain their owners. With the rapid growth and out-
migration of the population of the Altiplano over the last 50 years into aeas largely unaffected by the
reforms (Bolivia's eastern regions), the question of land in Bolivia is once again widely regarded as the
problem most likely to generate violent socia conflict. In the most extreme scenario, the land issue is
seen as a short-term trigger for acivil war. Land could become a potentially unifying issue around which



a nationwide indigenous and popular movement could once again take shape. Such a movement, if it
materialized, would inevitably encounter significant and potentialy violent oppostion on the part of
landowners, rooted in the sentiments of regional autonomy in Eastern and Southern Boliviaw Land
seizures by landless farmers also pose a serious threat to large expanses of environmentally protected
areas. Land tenure is adso an issue of rura economic and income growth, agricultural productivity, and
the sustainable use of natural resources.

Disposition of Natural Gas Resources

With natural gas reserves recently estimated at over 6 trillion cubic feet - the second largest on the
continent - a fierce debate has arisen in Bolivia over what to do with this wealth. Political positions range
from maintaining the current, relatively libera regulatory and tax framework and exporting the bulk of it,
to confiscatory nationalization of foreign energy companies investments in the sector and exporting no
gas, using al of it for the domestic market. However, the domestic market is very small and poor, and the
GOB would like to export (and tax) a significant portion of the gas as a major new revenue source that
could help to overcome recurring, chronic fiscal deficits and fund much-needed public investment in
development projects. Bolivia has a history of foreign and domestic exploitation of its natural resource
wedth that leaves little or nothing for al but a select few, as well as of government expropriation of the
property of foreign energy companies. The ideology of complete state ownership of the entire
hydrocarbons industry has wide appeal, due to both the aforementioned history and to the promise of
greatly increased state employment and opportunities for political patronage. Foreign direct investment in
the gas sector was liberalized in the 1990s, and the role of the state hydrocarbons company grestly
diminished. Taxes and royalties on new fields were much reduced, so as to encourage new investment.
However, these reforms were not popular, and when the public learned in 2003 that the Sanchez de
Lozada Administration might be considering exporting gas to te U.S. through a Pacific Ocean port in
Chile on what used to be Bolivian territory (which it lost in a war with Chile 125 years ago), the extent
and violence of the resulting protest forced de Lozadd's resignation. Since then, the successor
adminigration of President Carlos Mesa has tread very carefully on the entire issue of gas, holding a
national referendum in July of this year and drafting a new Hydrocarbons Law, now before the Bolivian
Congress, that would reverse some of the 1990s reforms, raising and restructuring taxes and royalties on
foreign companies and increasing the role of the State in the ownership and sde of gas. The U.S.
Government is concerned that an excessively dtatist, high-tax GOB gas regime could stifle desperately
needed investment in the sector. Given the extreme political sengtivity of the gas issue, USAID is
maintaining a low profile while carefully tracking developments in the sector and supporting public
information campaigns on the issue by the GOB and locd non-governmental organizations (NGOs).
USAID does not envision any significant involvement, until and unless the GOB seeks International
Financia Ingtitution funding in developing the sector, wherein USAID will be required to ensure that
proper environmental impact studies are carried out, as per the U.S. Congress's Pelosi Amendment.

Decentralization

One of the key reforms of the first Sanchez de Lozada administration (1993-1997) was the Popular
Participation Law of 1994 and the Decentraization Law of 1995. Those reforms have brought
governance and services closer to the population, particularly in historically underserved areas of the
country. Building local government capacity to effectively respond to citizen needs is a means of
addressing widespread discontent with government and the democratic system, and thereby consolidating
democracy a the grassroots. USAID assistance to loca communities in increasing and diversifying
household incomes; increasing access to, and quality of, loca public health ®rvices; training of loca
communities in sustainable use of their natural resource base; and addressing sources of conflict through
meeting demand for improved and increased socia infrastructure; al reflect a local, decentraized focus
that has the highest and most sustainable development impact. An important and closdy related



dimension is the need to assist civil society organizations in becoming congtituents for, and key actors in,
the consolidation of democracy and greater responsiveness, accountability and transparency in
governance, particularly at the locd level.

Youth

Baliviais a young country, with half of the population under 21 years old. This implies that any program
of development assistance aimed at promoting sustainable economic and socia development must focus
on channeling the energies of a young population toward constructive participation in society and in the
economic and political system. This further implies a need to focus on creating conditions of broad
based, sustainable and employment-generating economic growth, and of sufficient opportunities for
informed participation in political decison-meking. All of USAID/Badlivia’s strategic objectives (SOs)
have an important youth component. Democracy activities promote civic education and increased
community participation in local governance. Economic opportunities activities promote the growth of
small and micro-enterprises, which employ significant numbers of young people. Hesalth activities focus
on maternal and child hedlth, and on reproductive hedlth, the latter including information, education and
communication campaigns aimed at youth that disseminate information on the avoidance and treatment of
sexudly transmitted diseases, including HIV/AIDS. Environmental education programs in schools teach
youth about the value of Boalivia's rich natural resource patrimony and the importance of protecting or
sustainably utilizing its naturd resources. Alternative development programs include vocational and
tertiary education aimed at youth that increases their employability or equips them to start their own
businesses.

Host-Country Counterpart Contribution to USAID Programs and Activities

The GOB's acute and chronic fiscal crisis is impacting heavily on its ahility to provide the host-country
[government] counterpart contribution required under bilateral agreements signed with USAID,
particularly cash contributions for saaries. USAID activities in many cases require some GOB
contribution if the programs and activities are to work as planned, and if they are to be sustainable.
USAID is reviewing its actua program requirements to determine the minimum host country
contribution required for successful program implementation and long-term sustainability.

PART II: THE USAID/BOLIVIA 2005-2009 COUNTRY STRATEGIC PLAN
A. Overall Strategic Vision

USAID/Balivia's 2005-2009 Country Strategic Plan (CSP) directly addresses Bolivia's development
needs and priorities as set forth in the GOB's Poverty Reduction Strategy Paper (PRSP). Its carefully
selected programs and activities will be implemented in close coordination with the GOB and civil
society.  Specificdly, USAID/Bolivia long-term objectives are to consolidate Bolivian democracy,
increase sustainability of licit socia and economic development in coca growing aress, achieve
significant and sustained poverty reduction, improve public health, and promote greater social inclusion
and dability. Following the events of October 2003, the Mission reviewed its conclusions and made
appropriate adjustments to its strategy, taking into account the new social and political context and the
views and priorities of the current Government. As part of this review, it was determined that, with the
exception of the Democracy SO, which is new as of the beginning of FY 2004, the Economic
Opportunities (EO), Hedlth, Environment and Integrated Development (ID) SOs are actualy adjustments,
consolidations and/or follow-ons to the SOs in the Misson's 1998-2004 CSP. After extensive
consultations with the LAC Bureau, it was subsequently agreed that the aforementioned SOs would
continue into the new strategy with their same SO number designations and, in the cases of the Health and



ID SOs, dight changes in SO titles. In summary, they are to be considered as amendments to their
predecessors. For financial management purposes, the 2005-2009 life-of -SO budgets are to be considered
additive to those under the 1998-2004 CSP.

It is envisioned that by the end of the new strategy period in 2009, poverty will be reduced and human
development incressed, especidly for the neediest Bolivians, through improved access to markets,
improved provison of public services, increased social protection and security, and strengthened citizen
paticipation in public-policy decison-making. State inditutions will enjoy increased credibility, and
public decisons will be made and conflicts managed through productive interaction with civil society.
Private sector employment and incomes for Bolivia's poor will increase significantly through increased
business growth, including increased trade. Key public hedth indicators such as infant mortality rates
will be within internationa thresholds, people will be redizing their reproduction intention, malnutrition
will be less pervasive, key infectious diseases will be under control, and HIV/AIDS will not have moved
beyond the nascent stage. Forest exports will expand significantly, seven million hectares of protected
areas will be conserved, and Bolivia will meet Free Trade Area of the Americas (FTAA) standards for
cleaner production. Findly, household incomes, employment, state presence, and quality of life will be
strengthened in the Chapare and Yungas, changes that will help to weaken the influence of drug
traffickers and associated radical organizations in the country.

Figure 1: The USAID/Bolivia 2005-2009 Strategic Plan Results Framework

USAID/Bolivia Mission Goal:
Sustained and Equitable Development under Democratic Rule of Law

Strategic Strategic Strategic Strategic Special Strategic
Objective 2: Objective 3: Objective 4: Objective 5: Objective 6: Objective 7:
Increased Improved Forest, Water Licit Economic Economic Increased
Income for Hedlth of and Biodiversity Growth in Coca Sabilization Confidencein
Bolivia's Poor Balivians, Resources Growing and Democratic
Contributing Managed for Associated Ingtitutions
to their Sustained Areas and Processes
Qudlity of Economic Increasingly
Life Growth Sudtainable

B. Strategic Plan Rationale

Principal Parametersfor the Strategic Plan

USAID/Bolivia's Strategic Plan Concept Paper was approved by the USAID Latin America and
Caribbean (LAC) Bureau in October 2002. The new country strategy will support a sustaingble licit
economy in the fight againgt illegal coca, the strengthening of the Bolivian democratic system, promotion
of broad-based economic growth improved hedth of the Bolivian people, and management of natural
resources for sustained economic growth. The Mission was requested by LAC to include education as a
new area of involvement. Education resources will be integrated into the Mission’'s specidly targeted
programs to meet service needs in conflictive areas such as the city of El Alto.




The new strategy will be for a period of five years, which will be funded in FY 2005 through FY 2009
with the implementation period continuing through FY 2010. Life of Strategic Plan combined program
resource levels for the period FY 2005-2009 will tota $548,690,000 from Devel opment Assistance (DA),
Child Survival and Hedth (CSH), International Narcotics Control/Andean Counter Narcotics Initiative
(INC/ACI), Economic Support Funds (ESF), and P.L. 480 Title Il accounts. USAID/Bolivia's staffing
levels will increase by two Foreign Service Nationals (FSNs) and Operating Expense (OE) funding levels
will be confirmed as annua budgets are established.

USAID Strategy' s Relationship with Other USG Agenciesin Bolivia

Through the U.S. Embassy’s Mission Performance Plan (MPP), the other U.S. Government (USG)
agencies working in Bolivia have influenced the development of USAID/Bolivia's strategic plan while
complementing and supporting USAID’s Strategic Objectives.  The MPP links to the new joint
USAID/State Department 2004-2009 Strategic Plan (see Table 1, below). USAID/Bolivia works closely
with the Economic and Political Section (ECOPOL) and the Public Affairs Section (PAS) in
strengthening democratic systems and practices, which is the U.S. Embassy’s top performance goal. In
addition to ECOPOL and PAS, USAID/Bolivia closely coordinates its Integrated Development and rule
of law efforts with the Narcotics Affairs Section (NAS) to support the performance goa of Internationa
trafficking in drugs, persons, and other illicit goods disrupted and criminal organizations dismantled.
USAID/Balivia works closdy with ECOPOL in increasing economic growth and development through
programs that address market weaknesses and facilitate Bolivian gains from ATPDEA, the FTAA, and
other international trade agreements. USAID/Boliviaworks with ECOPOL and other agencies to address
counterterrorism concerns regarding Bolivia's wesk ingtitutions, which make the country susceptible to
abuse by internationd terrorist organizations. Finaly, USAID works with ECOPOL, PAS and other
sections to address socid and environmenta issues by improving reproductive and global hedlth and
promoting environmentally sustainable natura resource utilization, both of which are critica to achieving
sustainable economic growth.

Support to the Government of Bolivia’'s Development Strategy

Through its participation in the HIPC, Bolivia will have access to an estimated $1.3 billion in debt relief
funds during the next fourteen years. As part of the HIPC initiative, Bolivia developed a PRSP in 2001,
with broad civil society participation through a National Dialogue conducted in 2000. The PRSP, in
whose development USAID played an important role, is an integrated approach to poverty reduction
addressing sSx main areas. greater opportunities for job and income generation; increased socia
participation and integration; increased safety and protection for the poor; socia integration of indigenous
peoples, gender equity; and sustainable natural resources management. The National Dialogue Law of
2001 created a Social Control mechanism to ensure continuation of broad civil society participation and
fiscd overdgght in the formulation and implementation of poverty reduction policies and fiscal oversight.

Donor Coordination

USAID is the largest bilatera donor in Bolivia, and the fourth largest overall donor, after the Andean
Community Fund, the World Bank, and the Inter American Development Bank, al of which provide
concessionary loans as opposed to grants. Bolivia has one of the highest per capita dependencies on
foreign funds in the hemisphere. For example, 11% of the nationd budget is dependent on donor
assstance and externa financing. About 18 multilateral and bilateral donors and some nine Lhited
Nations (UN) agencies provide an average of $500 million annually in concessiona loans and donations
to Bolivia Joint donor-GOB working groups are organized within the framework of Bolivia's PRSP and
under the sponsorship of the Development Assistance Committee (DAC) Consultative Group process. In
addition, donors have accepted the principles of the Bolivian Comprehensive Development Framework
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and have signed the Rome Declaration on Harmonization based on the DAC/OECD proposa at the
February 2003 High Level meeting, including an action plan. Key principles of the declaration are: focus
on results and programs, efficiency, accountability, sustainability, ingdtitutiona strengthening,
complementarity of donor programs and Millennium Development Godls, and transparency. In the wake
of the events of February and September-October 2003, the GOB and donors have revisited their long-
term development and assistance strategies. As poverty is a common denominator in the radicalism and
dienation from the political/economic system that manifested itself in unrest and violence, poverty
dleviation is necessarily getting a much closer look. Both the Nationa Dialogue process and the PRSP
are being reviewed with an eye to increasing the effectiveness of poverty aleviation, income growth and
economic development initiatives and activities. Donors, including USAID, are likewise reviewing their
assistance strategies to target areas with the highest levels of conflict, which aso are — not coincidentaly -
the areas with the highest levels of poverty and the worst health and socid indicators. The Mission’s new
strategy will continue to be fully integrated with the GOB’s poverty strategy, to ensure GOB ownership,
enhance donor coordination and avoid duplicative or counterproductive efforts.

Links to Other Major U.S. Government and Multilateral I nitiatives

Under USAID/Bolivia's new drategy, Globa Development Alliance (GDA), pubic-private partnership
principles will be incorporated into Misson SOs as an important tool in managing for results. Under the
Democracy SO, the USAID-sponsored Municipa Internet Portal uses the Internet to link municipaities
and municipal associations to the private sector. Microsoft Corporation partnered with the Mission to
provide the portal with the software for a pilot municipa auction project, and negotiations are underway
to obtain software for future auctions. Under the Economic Opportunities SO, the trade and
competitiveness program will continue to solicit input and expertise from the private sector to identify
business constraints and design solutions. The Hedlth SO will actively seek domestic (Bolivian) private-
sector partnerships in socia marketing that may involve the private pharmaceutical industry as a source of
contraceptives and multivitamins,.  USAID-supported NGOs will broker agreements to provide health
services for private sector entities. A new small-grants program includes public/private partnerships as a
specific area of interest.  Under the Environment SO, ecotourism development activities involve private
sector partners and community partnerships. USAID’s clean production activity receives considerable
support from the Bolivian Chamber of Industry. The GDA fecility has been utilized to help the Chamber
of Forestry to transform itself into an effective private-sector business advocacy group promoting
sustainable management and independent certification of forests and forest products, particularly for
export, and to support a forest products processing center. Under the ID SO, activities are aimed at
increasing family incomes through partnerships with private producers, vendors, buyers, truckers,
processors, and associated service businesses to sustain a viable and vibrant licit economy in target areas.
In the coming strategy period, USAID expects to continue to optimize public investments directly
supportive and responsive to private sector needs.

The USG's Millennium Chalenge Account (MCA) initiative could have mgor implications for Bolivia,
as it has been formaly declared digible to submit a compact proposal to the Millennium Chalenge
Corporation (MCC) to receive MCA assistance. Mission activities under the Democracy (governance,
rule of law and anticorruption), Health (access and quality), and Economic Opportunities (promoting free
markets, trade and broader and more diverse income opportunities) programs directly address the
principles the MCA seeks to promote, and thereby have been instrumental in making Bolivia one of the
first countries to be actively considered for MCA funding. While Bolivia has been formally declared an
eligible candidate, it will need to demongtrate a continued commitment to rule of law, an open economy
and sustained efforts to reduce corruption to remain digible through the process of developing and
submitting a proposed compact to the MCC.
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The Summit of the Americas goals of strengthening democracy, creating prosperity and realizing human
potential are advanced by the Mission's program strategy. The economic opportunities strategy builds
upon prosperity and the upcoming FTAA Agreement by ensuring Bolivia's increased competitiveness in
globa markets and improved business environment. The democracy and health programs pursue equity
and participation objectives especidly for the country’s indigenous, poor, rurd mgority, and excluded
minorities (women, children and adolescents). The USAID strategy also focuses on human rights and
corruption as key concerns.

Poverty reduction is increasingly the focus of international officia development assistance, as in the case
of the UN’s Millennium Development Goals. USAID/Bolivia's drategic plan is fully consstent with
these goals, which are targets and performance indicators relating to poverty reduction and human
development that have been adopted by al UN member states. The strategic plan’s focus on increased
incomes, more productive agriculture, reduction of child and materna mortality, increased child
immunization coverage, more effective population policies, improved reproductive hedth, broader and
better-quality provison of clean water and sanitation services, gender equity, and environmentaly
sustainable economic growth directly supports the corresponding Millennium Development Godls.

C. Rationalefor Selection and Summary of Strategic Objectives

Bolivia presents a vast array of development challenges, both within and across sectors. Nonetheless,
resource congtraints, USG policy priorities, and considerations of cost-effectiveness all require USAID to
carefully target its assistance. As a result, during the strategy development process, the Mission had to
make hard choices regarding which areas to concentrate its assistance efforts. Additionally, those choices
had to properly reflect USAID’s predominant capability, other donor assistance, manifest GOB priorities,
and assessments of the likely availability of adequate levels of essentiad resources over the strategy
period. USAID/Bolivia chose its five SOs because they directly address U.S. interests and respond to
Bolivian priorities. Furthermore, in each case, the SO builds on USAID experience and recognized
leadership in the area and presents real opportunities for achievement of far reaching results. Lastly, these
choices adl have the potentid to substantially leverage additional resources, both Bolivian and
internationd.

SO 2: Increased Income for Bolivia's Poor (511-002)

For the 2005-2009 period of its Economic Opportunities (EO) SO, USAID/Balivia will build upon
current successes in agriculture and microfinance and work in the following areas: 1) promoting a
sustainable financid system and continued microfinance development, 2) improving agricultura
production (volume, productivity and quality) and market linkages, and 3) improving the enabling
environment for trade and investment and making businesses in vaue-added exporting sectors more
productive. Whereas the countrywide trade and competitiveness focus is important for overal broad
based growth, the Mission understands that a continued focus on poverty reduction is still needed in the
poorest regions. The agricultural Intermediate Result (R), dong with Title Il activities, will therefore
continue to focus on improving wedlth dtribution to the poorest Bolivians. The Mission is anticipating
the receipt of limited Basic Education funding which will be used to fund activities such as providing
basc skills to enhance participation in the economy, environmenta awareness, development of
democratic values, and school infrastructure in selected areas.

SO 3: Improved Health of Bolivians, Contributing to Their Quality of Life (511-003)
While many dements of the previous (1998-2004) Health SO program carry over into the new strategy

period, the 2005-2009 health strategy incorporates several new elements and changes in focus. IR 1 has
been expanded from a narrow focus to achieving greater health awareness through messages and socia
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marketing to an empowering, culturally-sensitive perspective in which the construction of cultural bridges
and health education are cornerstones. IR 2, which focuses on the coverage and quality of health services,
has been enriched by defining a basic package of services and establishing continuous qudity
improvement techniques in municipal networks of health facilities and community outreach programs. IR
2 focuses on multiple service providers, ensuring the legitimacy of both the Ministry of Hedth and
NGOs. IR 3 includes recognition of four different levels of health management (national, departmental,
municipal and community) and seeks to strengthen the management capacities of both the public sector
and NGOs working at the different levels.

SO 4: Forest, Water and Biodiversity Resources Managed for Sustainable Economic Growth (511-004)

Building on past efforts, the Environment SO will: 1) improve the business practices for forestry exports,
and broaden the benefits of forestry by including more community forest operations, 2) focus on
conservation of the eastern dopes of the Andes by engaging municipalities and generating loca benefits
through ecotourism and sound watershed management; and 3) improve environmental management of
urban and indugtria pollution. USAID will build on past successes in forestry by increasing investments
and exports, and expanding community participation. The Misson will conserve Bolivias parks by
strengthening the Bolivian Park Service and loca NGOs, and engaging municipalities in the management
of these critical areas. Cleaner production will be inditutiondized within Bolivia's private sector by
creating the demand for cleaner production services and the private sector capacity to meet this demand.
The environment program will continue work to improve capacity of loca NGOs, strengthen the Bolivian
government’s institutional capabilities, and address natural resources management chalenges in the
highlands through coordination with the Title Il program.

SO 5: Licit Economy in Coca Growing and Associated Areas | ncreasingly Sustainable (511-005)

USAID’s drategic chalenge is to complement eradication and interdiction efforts with an integrated
package of interventions amed at increasingly sustainable economic development, underpinned by
strengthened democratic and social development in coca growing and associated areas. In both the
Chapare and the Yungas regions, this will require continued efforts to increase the competitiveness and
sugtainability of promising income and employment-generating farm-to-market value chains, many of
which were supported under the previous strategy. In addition to USAID’s traditiona agricultural
development focus, complementary efforts will be undertaken to increase state presence; strengthen local
democratic ingtitutions and communities; and improve delivery of socid services and infrastructure
identified democraticaly by citizens. Toward this end, the program will include activities to strengthen
loca democratic governance, improve the administration of justice, peacefully manage conflict, and
strengthen democratic civil society. Sustainable use and protection of natura resources — through forestry
and agro-forestry initiatives - are critically important pieces of the economic development aspect of the
strategy. The development context is complicated by a climate of conflict whereby pro-coca agrarian
unions use non-democratic, coercive, and sometimes violent means to induce fellow citizens to increase
coca cultivation, block roads, reject licit development, and harass licit producers.

Special Objective (SpO) 6: Economic Stabilization (511-006)

In Fiscal Year (FY) 2005, $8 million in ESF will be provided to the GOB to help pay multilatera debt, in
a limited-term State-USAID initiative to help the GOB close afiscd gap. Thisisto be the fina baance-
of -payment support provided to the GOB for this purpose, following contributions of $10 million and $8
million in FY's 2003 and 2004, respectively.
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Table 1: Relationship of USAID/Bolivia Objectivesto USAID/State, GOB and United Nations Goals and Objectives

USAID/BOLIVIA
Strategic Objectives

USAID/State Department
2004-2009 Strategic Plan Goals

U N Millennium
Development Goals

Millennium
Challenge Account

Bolivia Poverty Reduction
Strategy

SO 2:

Increased |ncome for
Bolivia's Poor

Performance Goal : Economic Growth and
Development

Increased trade and investment achieved through market-
opening international agreements and further integration
of developing countries into the trading system

Goal 1:

Eradicate extreme poverty
and hunger

Qualifying Criteria 3:

Promoting Economic Freedom

Element 1:

Expanding employment and income
opportunities (emphasis on
production and productivity)

SO 3:

Improved Health of Bolivians,
Contributing to their Quality
of Life

Performance Goal: Social and Environmental | ssues

Improved global health, including child, maternal and
reproductive health, and the reduction of abortion and
disease, especialy HIV/AIDS, maaria and tuberculosis

Goal 4:

Reduce child mortality
Goal 5:

Improve maternal health
Goal 6:

Combat HIV/AIDS, malaria
and other diseases

Qualifying Criteria 2:

Investing in People

Element 2:

Human capacity development
(health, education, basic services)

SO 4:

Forest, Water and

Performance Goal: Social and Environmental | ssues

Partnerships, initiatives, and implemented international

Goal 7:

Ensure environmental

Qualifying Criteria 3:

Promoting Economic Freedom

Cross-cutting:

Rational use of natural resources

Biodiversity Resources treaties and agreements that protect the environment and | sustainability (optimal use of water and land
Managed for Sustained promote efficient energy use and resource management resources)

Economic Growth Ethnic and indigenous people
SO 5: Performance Goal: International Crime andDrugs | Goal 1: Qualifying Criteria 3: Element 1:

Licit Economy in Coca
Growing and Associated
Areas Increasingly

Internationa trafficking in drugs, persons and other illicit
goods disrupted and criminal organizations dismantled

Eradicate extreme poverty
and hunger

Promoting Economic Freedom

Expanding employment andincome
opportunities (emphasis on
production and productivity)
Element 2:

Sustainable Human capacity development
(health, education, basic services)
SpO 6: Performance Goal : Economic Growth and Goal 1: Qualifying Criteria 3: Element X (new PRSP ):

Economic Stabilization

Development

Institutions, laws and policies foster private sector-led
growth, macroeconomic stability, and poverty reduction

Eradicate extreme poverty
and hunger

Promoting Economic Freedom

Improved fiscal management

SO 7:

Increased Confidence in
Democratic Institutions and
Processes

Performance Goal: Democracy Systemsand Practices

Mesasures adopted to develop transparent and accountable
democratic institutions, laws, and economic and political
processes and practices

Goal 3:

Promote gender equality and
empower women

Qualifying Criteria 1:

Governing Justly

Element 4:

Promoting social integration and
participation (Popular participation,
decentralization)
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SO 7: Increased Confidence in Democratic | nstitutions and Processes (511-007)

The USAID Democracy SO will have four mgor components. The first three build on previous
and current USAID activities, while the fourth is new and focuses on anti-corruption. First, while
Bolivia has taken important steps in crimina justice reform, the justice system ill does not
provide adequate security for contracts, trade, and investment. The next generation of justice
reforms will include commercid and administrative law reform. Second, the Democracy SO's
legidative strengthening efforts will continue to focus on political parties. This recognizes the
importance of political parties to a democracy, as well as the very negative perception that
Boalivians have of parties and the growing popularity of proposals to eiminate them. Third,
USAID will continue its support for municipa development by adapting its mode of
participatory municipal governance to urban areas where the mgjority of the population lives.
The Democracy SO will aso focus on anti-corruption efforts to yield a more transparent and
effective government.

Ultimate Customers

Ultimate customers are those Bolivians whose lives will improve through participation in
USAID-supported programs. Customers have been consulted through a number of appropriate
means, including surveys and focus groups, and their feedback has been taken into account in the
development of the new strategy. The ultimate customers for each strategic objective include:

Economic Opportunities: Small producers, smdl farmers, micro-entrepreneurs, and exporters.

Health: High-risk populations in the rurd and peri-urban areas of Boliviaa Key among these
high-risk populations are infants under age one, children under five and women of reproductive
age, people at risk of contracting HIVV/AIDS, and young Bolivians.

Environment: People living in and around protected areas and buffer zones, contaminated aress,
and communities in forest areas. This includes farmers affected by indiscriminate use of
pesticides and working on fragile and degraded soil.

Integrated Development: The approximately 90,000 families who live and work in the Yungas
and Chapare regions of Bolivia

Economic Sabilization: The Bolivian Government, which will be able to re-direct resources to
meet urgent development needs.

Democracy: Bolivian citizens, particularly individuals and community groups that have been the
most vulnerable and marginalized such as indigenous groups, women, and rura communities.

PART I11: STRATEGIC OBJECTIVE NARRATIVES

As previoudy indicated, with the exception of the democracy program, the SOs described in this
Strategic Plan are amendments to the SOs of the current strategy (1998-2004). In this new
Strategic Plan period, the democracy program will be implemented under a new SO because of
the added focus on anti-corruption.
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A. Strategic Objective 2: Increased Income for Bolivia' s Poor

Start and End Dates: The USAID/Bolivia Economic Opportunities strategy period begins on
October 1, 2004 and will end on September 30, 2009. Implementation will continue through FY
2010.

Development Hypothesis

If agricultura and manufacturing productivity improves and responds to market opportunities;, a
sustainable financial system provides adequate resources, including credit, to small farmers and
gndl and micro-enterprises; employment and the incomes of Bolivias poor will increase
significantly and in a sustainable manner, reducing overal poverty.

USAID’s Strategic Approach

The Economic Opportunities Strategic Objective (EO SO) focuses on poverty reduction by
fostering sustainable economic growth in both rura and urban areas. Growth will generate
employment, which has the most direct and tangible impact in reducing poverty through
increased household income, which generates further employment through increased purchasing
power and increased domestic consumer demand. This growth will be achieved via a program
designed to promote expanded and sudstainable financial markets, improved agricultura
technology and marketing services, and a trade capacity and competitiveness program to increase
employment opportunities in export industries, improves Bolivian business production and
marketing practices and strengthens trade-related ingtitutions. The strategy recognizes the need to
ensure both women and men have unimpeded access and privileges in membership of producer
associations and other aspects of economic life to provide more equa opportunities for finding
employment and increasing incomes. Food security efforts alow the poor to manage
vulnerabilities in the short run while improving basc productive infrastructure in their
communities. A limited amount of Basic Education funding will be utilized to for activities such
as providing basic skills to enhance participation in the economy and school infrastructure in
selected areas. The EO SO Team may transfer some or all funding to other SO Teams, as
appropriate, to carry out other activities such as promoting environmental awareness and civic
education.

Key constraints affect the success of this strategy. Current political instability discourages
business and investment, which constrains economic growth. Poor roads and other transportation
infrastructure over rough terrain increases costs and makes exporting more difficult, especialy
from rura areas. Sociad movements and road blockages can affect the ability of Bolivian
exporters to deliver on time. The economic crisis increases the temptation to use credit and other
economic instruments for short-term political gods, rather than focus on long-term sustainability.
Balivia is the poorest country in South America and despite important macroeconomic reforms
and a certain economic stability, economic growth lags behind population growth rates. Broad-
based economic growth depends on overcoming a combination of constraints to growth that
include the lack of a sound policy and regulatory framework, limited access to financial
resources, lack of access to technology and markets, poor productive infrastructure, and low
levels of education. Bolivian entrepreneurs and government officials do not know how to
negotiate trade agreements, nor understand their obligations under agreements already signed.
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The Results Framework

The “Increased Income for Bolivia's Poor” SO will be based upon four IRs that provide strategic
support to the GOB'’s efforts to re-activate Bolivia's stagnant economy thorough increased
private-sector growth, internationa trade, and foreign and domestic investment in the nationa

economy. The EO SO results framework is represented in graphic form in Figure 2, below.
I ntermediate Results and | llustrative Activities
IR 2.1: Increased Access to Financial Services in Underserved Areas

Economic gability is critical to Bolivia's politica, socid and economic well-being. A financial
collapse could trigger a general economic collapse, making a healthy financial sector crucia for
development. The financia sector, and credit in particular, is too often seen as a means for
amdiorating non-financial problems in production, investment and markets, and thregts to its
viahility are increasing as a result of politica pressures. Examples include directed credit and
using financid inditutions as mechanisms for short-term programs to ameliorate socia strains,
such as buying tractors for radical peasant groups. Such programs may quell socid tension in the
short run, but in the longer term threaten the stability of the financia sector, and thereby the
economy overal.

The current strategy is built upon past USAID programs that emphasize building srong
microfinance ingtitutions and developing improved products and services. USAID/Balivia has
played an important role in the microfinance sector since 1986. USAID has supported: 1) the
cregtion of a specialized regulatory framework and supervisory capacity for microfinance
ingtitutions and credit unions within a competent regulatory body, the Superintendency of Banks
and Financid Inditutions, 2) strengthening ownership structure of microfinance ingitutions
through the incorporation of socidly oriented investors, multi-lateral and private investors; and 3)
leveraging equity cepital and diversfication of ligbility structures.  New sources of funds
included commercia bank loans, deposit mobilization and bond issues.

This work yielded some major accomplishments: 1) five private financial intitutions (four
Private Financia Funds (FFPs) and a commercia bank) specidized in microfinance that are
financidly viable and operate in a very competitive market under the supervison of the
Superintendence of Banks; 2) high level of demand coverage in urban centers and the most
populated rura aress.; and 3) a regulatory framework tailored to the unique characteristics of
microfinance.  Today, FFPs, or regulated microfinance ingtitutions, continue to grow
aggressively, independently and sustainably, increasing market share and diversifying their
services. USAID’s technical assistance has aso improved the financial Situation and efficiency
of rura credit unions.

The microfinance program under the new strategy seeks to consolidate these successes and
promote a strong, stable financial system. USAID will promote policy didogue on actua and
potentia threats to the Bolivian microfinance system and effective lobbying to eiminate or limit
distortions to the financia system. Another eement supports the building of a microfinance
industry infrastructure that reinforces innovation and consolidation of successes. Support to the
Superintendency of Banks and other regulatory entities will help them build their capacity to
competently regulate and supervise microfinance inditutions. USAID will support the
establishment of an al-inclusve national system for credit referencing to improve risk
management and accurate pricing. Policy work will also include the development of a secured
transactions law and other improvements in the legal and regulatory framework. Research,
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testing and introduction of new products and services will improve financia service providers
ability to grow and serve the population. The EO SO team will work with other SO teams to
develop a coherent Mission-wide policy regarding the provision of credit to al SO-supported
activities.

[llustrative activities under IR 2.1 include:

- Enhance the legal and ingdtitutional infrastructure for market-based microfinance and
commercid finance, including secured transactions, credit bureaus, and the dimination of
constraints to credit and deposit mobilization in frontier markets.

Strengthen the Superintendency of Banks — strengthen the technical authority and effective
performance to protect its autonomy and independence.

Support a credit reference system that provides universal access for regulated and non-
regulated organizations to information on al credit and commercia transactions.

Strengthen industry representation and cooperation to guarantee the microfinance sector can
effectively advocate for public policy in favor of market-based microfinance.

Develop financid instruments for risk management, including mitigating agricultural-related
risks.

IR 2.2 Improved Agricultural Technology and Market Access

This IR will reduce poverty by providing market access and technology transfer to farmers in the
productive valeys and the Altiplano. USAID support will help farmers identify loca and
regiona market demand for products and link farmer associations with loca organizations that
provide technical assistance and marketing services to improve production and effectively reach
the market. To promote sustainability, USAID is working within the GOB'’s “Bolivian System
for Agricultural Technology” (SIBTA), which operates through agricultural foundations covering
four geographic areas. USAID is working with the Valeys Foundation and other existing loca
ingtitutions to become effective, efficient and sustainable service providers. USAID currently
works with the Valeys Foundation, but will closdly coordinate with another SIBTA entity, the
Altiplano Foundation, and the Swiss cooperation agency, which supports this foundation, as
USAID begins activities in the Altiplano.

Technical assistance in agricultural technology and marketing assistance program will help
farmers diversify their crops and reach suitable domestic and foreign markets. Assistance in the
Valeys and Altiplano regions will build upon successes to date in the Valeys. Although average
rural household income in the region dropped from $1,444 to $1,306 during 2003, USAID
beneficiary households income continued to rise, to an average of $1,729, exceeding year and
end-of -project targets. In addition to local sales, which constitute most o the farmers’ income,
farmers have begun producing and exporting new varieties, including crops entirely new to
Bolivia, such as white onions and raspberries. Farmers are aready successfully exporting
oregano to Canada and Brazil, hot peppers to Argentina, white onions to the United States and
raspberries to Brazil.
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Figure 2: Economic Opportunities Strategic Objective Results Framework

USAID/State Performance Goal: Broad-based
economic growth and agricultural development
encouraged.

Strategic Objective 2: Increased Income for Bolivia's

Poor

Contextual Indicator
Boliviaremains
committed to afree
market economy and
increased international
trade

Program Indicator
Sustained real growthin
non-traditional exports
supported by USAID

IR 2.1: Increased IR2.2: Improved IR-2.3.: Increased
Accessto Financial Agricultural Trade Capacity
Servicesin Technology, Market and

Underserved Areas Access Competitiveness

IR 2.4.: Improved
Economic
Sustainability in
Food Insecure Areas

Critical Assumptions:

1. The GOB retainsits authority and social unrest does not generate into violent conflict.

2. The GOB maintains its commitment to free trade and foreign investment.
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This IR will expand on the successful work in the valeys region with new activities in the
Altiplano, focusing on quinua, llama meat and fibers, and other products. It will also address
specific congtraints to development in the target agricultural sectors by promoting specific work
on sanitary and phytosanitary standards as needed and appropriate. This will be coordinated with
al other USAID agriculturd activities, including those carried out under the ID SO. USAID will
promote innovation applicable to the various agricultural regions of Bolivia, including the
Vdleys, Altiplano, and Chapare and Y ungas, coordinating closdy with the ID and Environment
teams to ensure sustainability of the interventions.

Basic investments in productive infrastructure in specific poor communities through the PL 480
Title 1l program will complement the USAID’s other agricultural activities n the Altiplano and
Valeys regions through agricultural and livestock-related activities for about 120,000
beneficiaries in 20 food insecure provinces, mostly in the Altiplano. Title 1l Cooperating
Sponsors work closely with community groups to analyze the communities needs, resource
constraints and opportunities, and jointly define specific strategies and activities. The program
increases productivity and production through improved productive infrastructure (e.g., access
roads, irrigation systems, greenhouses), transfer of improved crop and livestock technologies
through improved access to inputs (e.g., seeds, tools), and by reducing activities that deplete the
natural resource base. Marketing surplus production generates resources to obtain foods for a
more nutritious diet which may not be produced on-farm.

[llustrative activities under IR 2.2 include:

- Technical assistance for the production, post-harvest handling, and processing of
traditional products, eg., quinoa, onions, locoto peppers, red chilies, oregano, llama
products and berries.

Devedop non-traditional products and sectors by introducing new plant varieties and
species having strong potential to increase incomes, such as saffron, garlic, capers,
berries and nuts.

Ingtitutional strengthening of organizations under SIBTA, such as the Valeys and
Altiplano Foundations to provide productivity and market access assistance on a
sustainable basis.

Specific reform activities with the Nationa Service for Agricultura Hedth and Food
Safety to improve certification of sanitary and phytosanitary standards.

Illustrative Complementary P.L.-480 Title Il Activities
Improved productive infrastructure (roads, irrigation systems, greenhouses)
Improved access to inputs such as seeds, tools, and fertilizers, and reducing activities that
deplete the natural resource base.

IR 2.3: Increased Trade Capacity and Competitiveness

This IR will help Bolivian busnesses in key value-added sectors with export potentia to become
more productive and meet export demand, while making the legal environment more conducive
to increased trade and improved business competitiveness. Since Bolivia's internal market is
small and limited in its purchasing power, the only practicd way to achieve rea growth is by
accessing other markets. A well-formulated trade policy framework, supported by appropriate
policies such as macroeconomic stability, sound environmental practices and good governance,
promotes pro-poor, pro-growth economic development. IR 2.3 builds upon the results of the
current USAID trade and competitiveness activity, which had directly generated 1,595 permanent
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jobs and $6.6 million in exports as of April 2004, and provided support for the preparation of
Boalivia's trade capacity building strategy and basic training for Bolivian trade negotiators. This
IR focuses on two key areas. 1) overcoming systemic and other constraints to trade and business
development and 2) improving productivity - particularly in the textile/apparel, leather goods,
wood products and jewelry sectors - with direct assistance to individua firms or groups of firms.
The policy component will improve the ingtitutional, legal and regulatory environment for trade
and help Bolivia to participate more effectively in trade negotiations and implement agreements.
This includes addressing the need for basic training for negotiators, technical assistance for
implementing agreements or facilitating trade, and promoting effective public-private sector
diaogue.

This IR will complement the direct work with farmers under IR 2.2 to promote policies conducive
to internationa trade in agriculture. As needed, USAID will complement other donors work in
areas such as facilitating formalization of new businesses and smplification of paperwork. The
second component of this IR will increase the capacity of exporting businesses in key vaue-
added sectors to meet international standards and market requirements, improving their overall
competitiveness through improved production methods, including minimizing idle machinery
through effective production-flow organization and improved workshop layout. USAID will
work with existing finance ingtitutions and mechanisms to promote sustainable availability of
finance for productive and exporting enterprises, coordinating closaly with IR 2.1 to ensure sound
financia practices. The use of information technology will improve service and reach new
markets. The program focuses on areas in which Bolivia has a comparative advantage,
particularly textiles and certified wood. The latter is an area of synergy between the EO and
Environment SOs, where close coordination helps to maximize impact and minimize overlap in
working with the private sector. The work in commercia, legal and regulatory reform will be
coordinated with the Democracy SO Team to create an enabling environment for trade and
investment. Municipdities and mancomunidades play an important role in encouraging trade and
investment by their relationships the loca business community. This is important for al sectors,
and particularly so for the tourism sector, where infrastructure, local health and utility services,
and security — dl of which are under the control of local government — can attract or discourage
tourists and investment. The EO SO Team will tap the Democracy SO Team's expertise in the
area of local government capacity building in support of thisIR.

[llustrative activities under IR 2.3 include:
Promotion of policy and regulatory reform to improve business competitiveness and
promote investment, especialy in sectors with substantial export potential, such as
textiles, wood manufacturing, jewelry and tourism.
Trade-related training for Bolivian negotiators to help them understand key topics in
international agreements.
Technicd assstance to smal and medium businesses to improve productivity and
competitiveness and link them to markets through subcontracting to exporters or direct
exports.
Assistance to small and medium businesses to improve use of information technology to
generate increased sales through ecommerce, communication, and electronic promotion
materials.
Education in basic business knowledge to improve students prospects for constructive
and successful participation in the economy, and/or improvements to primary school
infrastructure in underserved aress.
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IR 2.4: Improved Economic Sustainability in Food Insecure Areas

USAID/Bolivia's EO SO contains a substantial P.L. 480 Title 11 component aimed at increasing
household food security in some of Bolivia s most isolated, poor and food-insecure regions,

mostly in Potosi, Chuquisaca, and Oruro Departments.

Illustrative activities under IR 2.4 include:

Technical assistance to small farmers to improve crop yidds and productivity and to link

them to markets, including externa markets.

Improvements to infrastructure, including irrigation systems and access roads.

Preliminary Performance Management Plan

Rura household income, dollar value of non-traditional exports, loan portfolio value and farm:
level product sales are the principal indicators that will be used to measure progress at the SO and
IR levels under the EO SO. USAID will conduct regular surveys, as required, to obtain the

performance data. Indicators will be disaggregated by sex and ethnicity, as appropriate.

Preliminary Economic Opportunities Strategic Objective Performance Management Plan

Strategic Objective, I ntermediate Results, and Indicators

Illustrative Targets

Strategic Objective: Increased Income for Bolivia's Poor

1. Annual average rural household income (Altiplano, Vallesand Y ungas)

Baseline 2002:

Target 2009

$1,258
$1,500

2. National level of non-traditional exports

Baseline 2002: $ 624,552,000
Target 2009 $ 950,000,000

IR 2.1: Increased Accessto Financial Services in Under-Served Areas

1. Volume of credit portfolio of regulated microfinance entities | Baseline2003: TBD

relative to commercial banks Target 2009:  TBD

2. Volume of credit to small and medium sized enter prises Baseline2003: TBD
Target 2009: TBD

IR 2.2: Increased Access to Agriculture, Technology and Marketing Services

1. Increased farm-level product sales (direct beneficiaries) Baseline 2002: $879

(numbersfor atiplano and valleys) Target 2009: $1,200

2. Commaodity sub-sectors established or improved Baseline 2002; 5
Target 2009: 12

IR 2.3: Increased Trade Capacity and Competitiveness

1. Level of non-traditional exports directly generated through USAID | Baseline2002:  $6,600,000

interventions Target 2009: $ 8,800,000

2. Active Bolivian participation in the Hemispheric Cooperation Program | Baseline 2002: In development

and the Free Trade Agreement negotiations Target 2008: TBD

3. Indicator related to basic education activity/ies TBD

IR 2.4: Improved Economic Sustainability in Food Insecure Areas

1 Baseline 2002: In development
Target 2008: TBD

TBD: To be determined

Linkages to the Bolivian Poverty Reduction Strategy

The new government is faced, as was its predecessor, with the challenge of designing and
implementing a credible action plan for Bolivia's Poverty Reduction Strategy [Paper] (PRSP).
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The PRSP was a requirement of Bolivia's admission to the World Bank/IMF HIPC Initiative
under which the bulk of Bolivia's bilateral debt was forgiven in exchange for greater government
focus on poverty reduction through increased investment in hedlth and education. USAID's EO
SO contributes to a number of specific strategic actions identified in the PRSP, particularly
increases in income and productivity. For example, the microfinance activity increases access of
the poor to affordable credit to develop their micro and small enterprises, and thereby overcome
poverty. The agricultura development and marketing activity enables rural populations to make
a decent living while staying on the land, and increases overal sectora productivity. The trade
and competitiveness activity widens the market for Bolivian enterprises to beyond Bolivid's
borders, providing greater income opportunities and spurring enterprise growth and devel opment.
Activities targeted at helping basic education prepare students to participate effectively and
congtructively in the economy is directly supportive of the identified need for investment in
human capital as set forth in the PRSP.

Collaborative Achievement/Donor Coordination

USAID will continue to work closely with other donors in microfinance policy in an effort to
agree upon and convey a consistent and well-coordinated message on policies that ensure
sustainability in the sector. USAID dso chairs and participates in a donor coordination group to
synchronize micro-savings activities that includes dmost dl bilaterd and multilateral donors in
Bolivia.  Other donors include Germany (GTZ), Switzerland Spain, the Inter-American
Development Bank (IDB), KfW Bankgroup (a German development bank group), and DGRV
(the German credit unions association).

USAID will continue active participation in SIBTA, which coordinates efforts in Bolivian
agriculture. The various donors have each agreed to concentrate on different areas and sectors.
Under SIBTA, USAID currently works with Valeys Foundation, while other donors work with
the other regiona agriculture technology foundations in the tropica, Altiplano and dry tropics
regions. USAID will coordinate with the Altiplano foundation and the accompanying donors
while expanding agricultural activities to the Altiplano. Bilatera donors include Sweden, the
Netherlands, the United Kingdom, Switzerland, Japan, Germany, and Denmark. Multilatera
donors include the DB, the Inter-American Ingtitute for Cooperation on Agriculture, the UN
Food and Agriculture Organization, and the European Union.

The GOB recently established donor coordination groups in key areas such as productivity and
competitiveness. USAID will coordinate with and complement competitiveness and productivity
efforts of the IDB and other donors, which include the British Department for International
Development (DFID), Japanese (JCA), European Union, World Bank, Belgians, Swedish,
Canadians, Andean Development Corporation, and the Netherlands.

B. Strategic Objective 3: Improved Health of Bolivians, Contributing to Their Quality of Life

Start and End Dates: The USAID/BoliviaHedlth strategy period begins on October 1, 2004, and
will end on September 30, 2009. Implementation will continue through FY 2010.

Development Hypothesis
The necessary conditions for sustained improvement in the health of Bolivia's population will

arise when communities, families and individuals are able to more effectively address the factors
compromising their health, resulting in more hedthful behaviors and environments; the coverage
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and qudity of public hedth interventions is improved; and the capacity of the public sector and
NGOs to deliver and manage decentralized health servicesis enhanced.

USAID’s Strategic Approach

Despite the challenges of poverty, political instability, limited infrastructure, and socioeconomic
inequities, Bolivia has made significant progress in key hedlth indicators over the last five years.
With significant financiad and technical support from USAID, implementing partners including
the Ministry of Health (MOH) have contributed to important health improvements from 1998 to
2003, such as a decrease in the number of infants who die before their first birthday from 67 per
1000 live births to 54 (infant mortdity rate). The percentage of married women using modern
family planning methods has increased from 25 to 34%, and, on average, a Bolivian woman now
has 3.9 children, rather than 4.2 (totd fertility rate).

Congraints to improved public hedlth in Bolivia include poverty, geographic isolation, cultura
resistance to improved health practices, excessive turnover of GOB hedlth staff related to political
patronage, and chronic GOB resource shortages. Despite the progress cited above, Boliviadill
lags behind international standards, and in Latin America is only better than Haiti. Neonatal,
infant, young child and maternal mortality rates are the second highest in the Americas. Most
health indicators show large discrepancies between urban and rural areas and among indigenous
and ron-indigenous groups.  Some 26% of children less than 5 years of age were chronically
malnourished in 2003, with their chances for adequate growth for life compromised. Severa
debilitating, disfiguring and even fatd diseases such as maaria, tuberculosis, Chagas disease,
leishmaniasis, and yellow and dengue fever are common and serious public hedlth threats in
Bolivia. In addition, Bolivia is a a criticd point in its HIV/AIDS epidemic with an overdll
prevalence of less than 1%, but significantly higher rates in certain high-risk populations.
Moreover, al five neighboring countries have higher prevalence rates and the risk of cross-border
transmission remains a concern.

The socid and political upheaval of October, 2003 led to arevison of the USAID hedlth strategy.
The strategy focuses on strengthening the presence of the state at the municipa level of the public
hedth care system, empowering communities to play meaningful roles in hedth program
planning and implementation and overcoming intercultural barriers to health care access and
quality. These approaches will contribute to conflict prevention and promote a more stable
environment in which hedth care systems can respond more effectively to the needs of the
communities they serve.

From FY 2001 to FY 2004, CSH funding for Bolivia declined by approximately 16%. Moreover,
as PL-480 reflow funds are exhausted and the QOB faces fiscal austerity measures, the host
country’s ability to provide its counterpart contribution required under bilateral agreements will
be severely curtailed. This loss of cash resources necessitates a prioritization of activities. Only
activities demonstrated to have a high public heath impact will be supported. This will result in
USAID ending support for certain activities (i.e. national health information system) and re-
aligning some resources toward new priorities (i.e. hygiene behavior, nutrition counseling). The
strategy will aso reduce the number d management units (contracts, cooperative agreements,
grants, etc.) to help reduce overhead costs and to streamline administrative workload. The
geographic extent of activities will focus on areas of greatest need as determined by poverty
levels and hedlth status indicators, as well as areas where other USAID SO teams operate, in
order to promote synergy and maximize use of limited resources. This will signify a smaller
number of municipalities where the health strategy is implemented.
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The new USAID health strategy incorporates a three-pronged approach: promoting behavior
change and community empowerment; expanding the delivery of high impact, cost-effective
interventions that address key public hedth problems; and building a sustainable service delivery
platform in both the public and NGO sectors. The combined resources of the CSH-funded
programs and the PL 480 Title Il maternal and child hedlth activities will continue to focus on the
priority areas of the current USAID hedth dtrategy: reproductive heath/family planning
(including materna hedlth, post-abortion care and adolescent health); child health; nutrition; food
security; infectious diseases including sexudly transmitted infections (ST1) and HIV/AIDS, and
water and sanitation. There will also some important changes and new approaches, including: a
larger percentage of resources invested at the loca level (municipaities and communities);
geographic targeting to alow USAID and its partners to concentrate on a smaller number of
municipalities characterized by the lowest economic and hedth indicators and/or potentia
conflict vulnerability; a more systematic approach to promoting loca coordination and
partnerships between the public sector and NGOs;, continuous quality improvement (CQI)
approaches at loca hedlth facilities for optimizing quality of care within a multi-cultural context;
greater attention to infant and child feeding and stronger linkages with the PL 480 Title Il
program; and the sding-up of gender-responsive strategies that have been developed in the
current strategy as a key element in loca empowerment.

The Results Framework

The USAID/Bolivia Health SO will be based upon three IRs that: promote behavior change and
community empowerment; expand the delivery of high impact, cost-effective interventions that
address key public health problems; and build a sustainable service delivery platform within both
the public sector and NGOs.  The Health SO results framework is represented in graphic formin
Figure 3, below.

I ntermediate Results and I llustrative Activities

IR 3.1: Increased Ability of Individuals, Families and Communities to Take Action to Improve
Health

IR 3.1 recognizes the important role that individuds, families and communities play in
optimizing their own hedlth and well-being. People's everyday practices in their homes, schools,
workplaces and communities affect their health. Promoting healthy habits and preventive care
will improve people’s health and reduce the need for costly curative trestment. In the event that
illness occurs, seeking prompt treatment from an appropriate source can save lives. Individud
behavior change occurs as people are enabled to make more heathful choices within their socia
context. The family and the community often play a critica mle in influencing individua-level
behavior as well. In addition to its current activities targeting individua behavior change,
USAID will focus on changing sociad norms in order to influence the socia context in which
behavioral choices are made. Women's empowerment will play a key role in dl activities,
helping women identify and prioritize household health needs and overcome barriers to the use of
quality health products and services.

In close coordination with Title Il activities, the hedth strategy will promote improved infant
and child feeding and household hygiene through standardized norms and training
modules. Strengthened community participation in  decison-making within  the
decentralized health care system, greater understanding of reproductive hedth rights, and
integration of gender equity into health programming aso support USAID’ s development
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objectives in democracy.
workforce, supporting more robust economic

Improved hedth behavior aso contributes to a healthier

Figure 3: Health Strategic Objective Results Framewor k

USAID/STATE Performance Goal: Improved globa

hedlth, including child, maternal and reproductive hedlth, and
the reduction of abortion and disease, especialy HIV/AIDS,

malaria and tubercuoss

Strategic Objective 3:

Improved Health of Bolivians, Contributing to Their Quality

of Life.

I

Contextual Indicator
Health continuesto be a
major GOB policy
priority as per the
Poverty Reduction
Strategy Paper

Program Indicator :
Infant mortality rate
(2003 basdline = 54,
2008 target = 45)

IR 3.1: Increased ability of
individuas, families and
communities, to take action to
improve health

IR 3.2: Expanded delivery
of quality, high-impact
services through health
networks

IR 3.3: Strengthened
ingtitutional capacity for
health care management
and sustainability

Critical Assumptions:

Continued good, collaborative relations between the government and donors.
Continued GOB focus on decentralization and popul ar participation.

Necessary resources assigned to health by GOB, municipa governments, and donors.

Effective technical leadership provided by MOH in priority technical areas.

Health activities not overly disrupted by social/political strife.
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growth, and is an essential dement in advancing EO and ID goas. Depending on local needs and
resources, for example, community-based hedth promotion activities could include worker
education programs in collaboration with businesses, farms, and factories.

Ilustrative activities under IR 3.1 include:

- Expand digtribution networks for social marketing products, focusing on rural areas
Communication and community mobilization to improve practices in infant/child
feeding, household hygiene, condom use among high HIV-risk groups, use of anti-
maaria bednets, modern family planning methods, Chagas prevention and timely heath-
care seeking behavior (for cough, fever, prenatal care, etc.)

Conduct market research to assess viability of expanded range of social marketing
products

Train community groups to identify, negotiate, and participate in local hedth activities
Award small grants to community groups to design and implement local hedlth projects
Build capacity within social networks to strengthen their advocacy and oversight roles
within municipa hedth systems

IR 3.2 Expanded delivery of quality, high-impact health services through health networks

IR 3.2 concentrates on strengthening the two central axes of hedth services. coverage (how
many people in need can be reached) and quality (ability to resolve hedth needs in a customer-
oriented way). To improve the accessihility of clinical services, USAID will provide support to
targeted health networks and NGO service providers to ensure availability of a comprehensive
package of high-impact services. The package will include curative and preventive services for
children under five years as well as reproductive health and family planning services. Depending
on the loca epidemiologica profile, the package will incorporate prevention and treatment of
infectious diseases (maaria, Chagas, leishmaniasis). HIV/AIDS prevention and early diagnosis
and treatment of STIs will be strengthened at public sector and NGO facilities that provide
services to high-risk populations. At the community level, USAID will work with NGO partners
and the MOH to strengthen outreach programs, emphasizing prevention programs and referra
systems including nutrition/hedlth education, growth monitoring, hedth seeking behavior (for
prenatal and obstetric care, acute respiratory infections, STI diagnosis and treatment, etc.), and
community level Directly Observed Therapy for tuberculosis. To improve quaity, USAID will
assist the targeted health networks and NGO service providers to implement CQI. This team-
based process helps ensure that national norms and standards are applied, clinica protocols are
avallable and in use, and that quality issues are identified through needs assessments and
addressed through specific action plans. An important element of this process is the improvement
of client-provider relations, especidly given Bolivid s cultural diversity.

By linking clinicd and community-based responses to key issues such as maternal and child
hedth and nutrition, the heath strategy will complement similar objectives and activities within
Misson P.L. 480 Title Il projects. Many Title Il NGOs have developed successful child surviva
interventions which can be replicated for improved impact on key hedth indicators. Improved
community outreach aso increases the visbility of local governments in responding to the
population’s priorities, an important component of inditutional strengthening and conflict
prevention consistent with Democracy Team goals.
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Illustrative activities under IR 3.2 include:
Support for a basic package of high-impact services in targeted health networks
Improved access to quality HIV/AIDS Voluntary Counseling and Testing at Treatment and
Surveillance Centers (CDVIRs) and other sites focusing on outreach to high-risk groups
Improved quality and cultural responsiveness of priority community-based health services
Continued support to the national confidential HIV/AIDS hotline
Expand use of CQI within clinics and hospitals

IR 3.3: Strengthened Institutional Capacity for Health Care Management and Sustainability

Achievement of this IR is fundamenta to the longer term goa of building the loca capacity
required to maintain, replicate and sustain the improvements generated through the present
strategy. The GOB must assume a strong leadership role to ensure high coverage of basic
services. ThisIR isintended to help the MOH, municipal governments, and NGOs work together
more effectively to ensure a strong and coherent service delivery platform by enhancing the
skills, tools, and systems needed for planning health services, allocating and managing resources,
and monitoring and evaluating performance. USAID will provide direct support and technical
assstance to the MOH a the national and departmental levels, and will work with local
governments, loca hedth directories (DILOS), hedth networks, and NGOs at the facility and
community-levels to strengthen management tools and systems to improve the efficiency and
effectiveness of health service delivery.

Because basic management skills can be applied to a broad range of local civic issues, training
programs to improve adminigtrative capacity in project planning, budgeting, implementation, and
monitoring may be jointly programmed and supported by the Health and Democracy SO Teams.
Strengthening the MOH capacity to use resources more effectively at al levels, to generate and
disseminate national norms and standards, and to provide strategic and policy leadership for
hedlth, adso contribute to a more visible, pro-active, and stabilizing role for the GOB, likewise
consistent with democracy development objectives. Developing models for improved medica
waste management at USAID-supported sSites, in collaboration with the Environment Team, can
help promote cleaner production processes at hedth facilities nation-wide.

[llustrative activities under IR 3.3 include:
Assisting local networks and NGO partners improve systems for data collection, analysis,
and use in management decisions
Strengthening HIV/AIDS and ST sentinel and behaviora surveillance systems
Strengthen the public sector logistics system to ensure availability of essentia medications
and supplies needed to implement the package of basic services
Strengthen NGO capacity to develop and implement innovative business plans that integrate
principles of cost andysis, diversification of funding, and cost-effective practices
Build capacity within central level MOH to develop and routinely update national strategies,
policies, and normsin key technical areas

Preliminary Performance Management Plan

Basdine and end-of-drategy targets for the SO level indicators will be derived from the
Demographic and Hedlth Surveys (DHS) in 2003 and 2008. Key performance indicators include
infant mortality, contraceptive use (couple years of protection), and pentavelant vaccine
immunization coverage for children under five years old. When appropriate, data will be
disaggregated by urban/rural area, sex, or target group.
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Linkages to the Bolivian Poverty Reduction Strategy

The Health SO contributes to various aspects of the Bolivian PRS. For example, under IR1, the
community empowerment strategy promotes gender equality and intercultural approaches to
hedlth. IR2 strengthens the availability of decentralized hedlth care services that meet quality
sandards and IR3 enhances the capacities of local partners (including municipalities, social
networks and local NGOs to manage health services.

Collaborative Achievement/Donor Coordination

The USAID hedlth strategy was developed in consultation with the MOH, NGOs, cooperating
agencies, and other partners financed by USAID. The strategy coincides with the health priorities
of the MOH and with the decentraization and popular participation laws put forth by the Bolivian
government. The work of other donors complements that of USAID in health. For example, the
British aid agency supports human rights issues related to reproductive health. UNFPA and
UNICEF are partners in the Safe Motherhood Initiative. The Canadian and Belgian development
agencies will support the MOH’s new Planning Unit to improve coordination of donor resources
and activities. The Pan American Health Organization serves as the secretariat for the MOH’s
Interagency Health Group and coordinates with USAID on key issues such as HIV/AIDS and
mdaria. Many donors serve on Bolivia's Country Coordinating Mechanism for implementation
of Global Fund activities. Opportunities for coordination with other donors such as the World
Bank, UNICEF, and UNFPA include cost-sharing of certain activities (e.g. the Demographic and
Hedlth Survey, contraceptive supplies, and program costs of the Expanded Program of
I mmuni zations).
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Preliminary Health Strategic Objective Performance M anagement Plan
TBD: To be determined (Targets are awaiting outcome of current Team data and program analysis)

Strategic Objective: |mproved Health of Bolivians

Illustrative I ndicator Baseline (DHS 2003*) Target 2009
1. Infant mortality rate per 1000 live births (urban/rural 54* 45
and by sex)
2. Child mortality rate per 1000 live births (urban/rural 75* 61
and by sex)
3. Maternal mortality ratio Pending* TBD
4. Total fertility rate (urban/rural) 3.8 3.6
5. Contraceptive prevalence rate (urban/rural) 34.9* 450
IR 3.1: Increased ability of individuals, families and communities to take action to improve health
[llustrative I ndicator Baseline Target 2006 | Target 2009
2003/4
6. % children <5 receiving ORT for diarrhea (Titlel| 66.4* 70 75
program areas/ target municipalities)
7. % chronic malnutrition in children 3-35 months 26.5* 23 20
(Title ! program areas and other target municipalities)
8. Condom use (%) with last sexual partner among Pending TBD TBD
groups at highrisk of HIV (MSM Year 1, 3, 5 and (KAP)
Registered CSWs = annual)
9. Couple Y ears Protection (CY Ps) 333,669 386,264 430,000
10. # of trained community groups that have Pending TBD TBD
implemented > 1 initiative in response to local health (Project
needs (project areas) Reports)
IR 3.2: Expanded delivery of quality, high-impact health services through health networks
[llustrative Indicator Baseline Target 2006 | Target 2009
2003/4

11. % Pentavalent (3" dose) coverageininfants< 1 715 75 80
year
12. VCT: Population requesting an HIV test, receiving Pending TBD TBD
atest and receiving test results (in selected public and (KAP)
NGO facilitiesand CDVIRS)
13. % of tuberculosis patients who complete full cycle Pending TBD TBD
of DOTS treatment (project areas) (Project

Reports)
14. % of prenatal visits made before 5™ month of Pending TBD TBD
pregnancy (project areas)
IR 3.3: Strengthened institutional capacity for health care management and sustainability
Illustrative I ndicator Baseline2004 | Target 2006 | Target 2009
15. % DILOS in project areas that devel op their annual Pending TBD TBD
plans based on data analysis conducted in consultation (Project
with community groups (community meetings, Reports)
workgroups, etc.)
16. % of facilities reporting stock-outs of Pending TBD TBD
contraceptives (Project

Reports)
17. Among key Bolivian NGO partners, % of annual Pending TBD TBD
operating budgets attributable to non-USAID sources (Project
(income from services and products, other donors, Reports)
municipalities, etc.)
18. % of health facilities with key MOH policy Pending TBD TBD
reference documents available on-site. (Project

Reports)




C. Strategic Objective4: Forest, Water and Biodiver sity Resour cesM anaged for Sustained
Economic Growth

Start and End Dates: The USAID/Bolivia Environment strategy period begins October 1, 2004
and will end on September 30, 2009. Implementation will continue through FY 2010.

The Development Hypothesis

If economic opportunities in areas where communities rely directly on natural resources for their
income are increased, and if communities have greater capacity to participate in and make
decisions about the resources they depend on, then natural resources and biodiversity can be
conserved or managed more sustainably.

USAID’s Strategic Approach

The USAID/Balivia environment strategy will address severa important cross-cutting issues.
environmental communication and education; support for municipa and loca governments in
natural resources management, including a strong emphasis on indigenous communities;
increasing incentives for conservation via the proper vauation of ecosystem services, and,
improving water resources management. Within the GOB, understanding of the environment
sector is limited and the potentidly large economic contributions, outside of the hydrocarbon
area, are rarely factored into policy and planning. Programs will strive to increase awareness of
the value and importance of the natural resource base for the economic development of the
country. Also, gender issues and indigenous rights will be included in decison-making processes
across the program. All members of the community - women, rich and poor, young and old,
native and colonizers — are involved in the shared management and use of land, forest, and water
resources, and therefore, all must be engaged in planning activities if benefits are to be shared and
sustained over time. The strategy aso will support the use of new practices and technologies,
such as the utilization of geographic information systems technologies for land-use planning and
fire management.

Bolivia is extraordinarily rich in natural resources, with more forests than Centra America and
Mexico combined. Bolivia's protected areas are also home to many of Bolivia's poorest people,
with poverty rates in and around protected areas exceeding 80%. This creates stresses on the
environment as the poor consume and exploit natural resources in an unsustainable manner.
However, Bolivia lacks the capacity to manage natural forests, improve the management of
protected areas, and reduce pollution generated by industry. Furthermore, the vast majority of
Bolivian industries inefficiently use natural resources and energy, and generate significant
amounts of pollution that negatively impact human and environmental health. Key condtraints to
the sustainable management of natural resources include population pressures leading to
uncontrolled, inappropriate land uses and encroachment on protected areas, under-funding and
understaffing of key GOB regulatory agencies, corruption; a low priority assgned to the
environment by a GOB preoccupied with its own survival; inadequate land titling and tenure
systems, and lack of public knowledge of the importance of sustainable environmental
management.

Proper management of Bolivia's natural resources is key not only to protecting the environment,
but to Bolivias economic growth as well, particularly in rural areas where poverty is greatest.
USAID/Bolivias environment strategy builds upon the Misson's long-term and  highly
successful efforts in the areas of sustainable forest management, conservation of Bolivia's parks
and protected areas, and promotion of cleaner and more efficient production technologies in
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partnership with the private sector. The new strategy will continue to support these three sectors,
abeit with dightly different emphasis. The Bolivian forestry sector offers tremendous potential
to stimulate economic growth and socid development, both critically needed in a country
suffering through an extended period of economic stagnation and socio-political unrest. However
the barriers to overcoming the sector's historic inefficiencies are enormous, including major
ingtitutional, socia, economic and technica limitations. The new environment strategy will
build o past achievements and focus on improving the poor business practices that have been a
major reason for the decline in forestry exports, even as certification expands. Bolivias
exceptiond biologica diversty makes it a globa conservation priority.  Two important recent
studies concluded that the forests of the eastern dopes of the Andes are the highest conservation
priority in the world. As a result, the Tropical Andes will be a USAID geographic focus for
protected area activities in the next strategy period. However, activities will not be drictly
limited to this region. Opportunities to support conservation efforts in some of Bolivia's other
eco-regions will be sought. Bolivia's cleaner industrid production program is among the world's
most successful, and has raised awareness of and created local demand for cleaner production
services. Cleaner production efforts to date, however, have focused on internal operations of
individual industries. The new USAID/Boalivia environment strategy will expand the scope of
cleaner production activities to partner with local government and civil society organizations to
manage pollution under a watershed management concept, with a focus on urban watersheds.

Perhaps more than any other USAID/Boalivia program, the Environment SO lends itsdf to
regiona approaches. Bolivia shares the Tropical Andes eco-region with Peru, Brazil, Ecuador,
and Colombig; thus, regiona coordination, especidly with Peru, is essentia to the successful
management of an eco-regiona conservation strategy. FY 2004 appropriations require the
USAID to develop a drategy for the conservation of biodiversity in the Amazon basin.

USAID/Bolivia's active participation in the process for developing this strategy will be critica in
defining the Mission's role in implementing the strategy. Bolivia also shares the Gran Chaco
ecoregion with Paraguay and the Pantanal ecoregion with Brazil and Paraguay.
USAID/Paraguay has identified these two as focal eco-regionsin its new environment strategy.

USAID/Bolivia's collaboration with USAID/Paraguay’s and USAID/Brazil’'s activities in these
eco-regions will be important for overall success of the Agency’s conservation efforts.

In direct support of overall USG, USAID and GOB priorities, greater emphasis will be placed on
increasing private sector involvement in our programs and activities. A key focus of this strategy
is the establishment of public-private aliances to incorporate their technical assistance and
financing capacity for new investments in forest management, conservation, clean production,
ecotourism, and the promotion of non-timber forest products. The Environment Team will build
on its recent successes of having received two grants from the GDA Secretariat. One GDA grant
is currently strengthening the Bolivian Chamber of Forestry to expand its coverage and influence
to a nationa level, and the second is supporting a private sector investment in establishing a
supply and processing center for tropical woods, thus, freeing a maor bottleneck in the wood
productive chain.

In recognition of the importance that both the Agency and Congress attach to the issue of Globa
Climate Change, as expressed in policy and appropriations legidation, USAID/Bolivia will
continue to cooperate with the GOB and other ingtitutions to address climate change through
decreased forest conversion and increased implementation of clean production activities that
mitigate greenhouse gas emissions. In addition, our work to help communities and the GOB
prepare for and reduce the impact of droughts, floods and forest fires will help build cooperative
approaches and preventative planning that will help address climate change vulnerability. These
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issues will be addressed at cross-border, national, departmental, and local levels through
coordinated activities, such as fire management and watershed protection planning.

Results Framework

The USAID/Bolivia Environment SO focuses on managing and conserving Bolivia's natural
resources for the direct economic benefit of populations living in and around the protected areas
and forest reserves, and for the country as a whole, via three IRs that correspond to the three
strategic focus areas. sustainable exploitation of forestry resources, improved management of
parks and protected areas, and reduced pollution through the expanded use of cleaner production
technologies by private industry. The USAID/Bolivia Environment SO Results Framework is
represented in Figure 4, below.

I ntermediate Results and I llustrative Activities
IR 4.1: Forestry Management Improved

Over the past ten years, the main goa of USAID/Bolivia's sustainable forestry program was
securing the sustainable management of tropical forests in Bolivia An impressive array of
management tools and ingtitutiona strategies were developed and implemented, dl of which have
successfully supported the application of Bolivia s Forestry Law. The program was instrumental
in advancing certification, fire control, and forest research while aso supporting the devel opment
and implementation of forest managemert plans for local users groups and indigenous
communities. The new forestry IR has been structured to address critical constraints facing the
forestry sector, community-based development needs as well as to support the viability of the
Bolivian forestry sector in general. Moreover, the forestry IR responds to the Presidentia
Initiative againgt illega logging.

This IR will focus on two thematic areas. 1) community forest operations; and 2) improved
business practices for forestry exports, with increased emphasis on non-timber forest products.
Improving policy incentives for forest management and export markets, as well as supporting
local enterprises for non-timber forest products will provide an important link to the EO SO.

Also, promotion of improved forest management and agroforestry will provide alink to the ID IR
of stabilizing farmer income and development of aternative profitable forest products.

[llustrative activities under IR 4.1 include:
Studies to develop policy recommendations, information sharing, training and
ingtitutional strengthening
Strengthening the Forestry Superintendency’s ability to attract and retain qualified
professionals by improving its technical capacities and efficiency
Increasing the economic viability and long-term foreign competitiveness of the forestry
industry through improved business practices and marketing
Providing technica assistance to indigenous communities to manage their forests
sustainably and to produce timber and non-timber forest products in partnership with
private sector companies
Strengthening community-based organizations and private enterprises, facilitating their
participation in decison-making and promoting the use of improved forest management
practices.



Figure 4: Environment Strategic Objective Results Framework

USAID/STATE Performance Goal: Theworld's
environment protected for long-term sustainability

!

Strategic Objective 4: Forest, water, and biodiversity
resources managed for sustained economic growth

!

Contextual Indicator

* The GOB recognizes
and gives appropriate
importance and policy
support to sustainable
forest management,
biodiversity
conservation, and cleaner
production techniques

Program Indicator
Number of hectares

[of forest] under
approved management
plans.

IR 4.1- Forestry
Management |mproved

IR4.2 - Targeted Parks
and Protected Areas
Conserved

IR 4.3 - Urban and
Industrial Pollution
Reduced through
Improved Environmental
Management

Critical Assumptions:

GOB isableto meet its counterpart contribution requirements

Effective technical leadership provided by key GOB entitiesin priority areas and sectors

Socia strife and political instability do not overly constrain program implementation

Progress is made on resolving land tenure issues affecting protected areas and forest reserves




IR 4.2 Targeted Parks and Protected Areas Conserved

Conserving parks and protected aress, rather than merely preserving them, involves effective
recognition of the role of loca inhabitants and their economic links to these areas. Improved
management with the direct participation of loca communities contributes to economic growth
through ecotourism and other forms of sustainable revenue generation. The program will build
on the achievements of the previous strategy period regarding the strong participatory nature of
parks management. The Environment and Democracy SO Teams will collaborate to integrate
sustainable natural resource management into municipal planning processes under the USAID
municipal government strengthening activity.

[llustrative activities under IR 4.2 include:
Supporting direct protection of the country’s most important protected areas through
improvements in park infrastructure, surveillance and monitoring systems, development
of local management committees and financia self-sufficiency plans.
Developing projects that are tailored to particular geographica area and indigenous
communities, including ecotourism, apiculture, handicrafts and non-timber forest
products through capacity building, particularly to local governments and communities,
and the positioning of trained professionals in strategic aress, especialy with respect to
tourism.
Linking the planning processes of municipaities and the National Protected Areas
Service to smultaneously generate local benefits and conserve protected areas.

IR 4.3: Urban and Industrial Pollution Reduced through Improved Environmental Management

Bolivia's industrial and services sectors are among the largest contributors to soil, water, and air
contamination. National and loca regulations are predominantly based upon command-and-
control measures, focusng on compliance with maximum permissible discharge limits and
promoting “end-of-pipe’ solutions. The productive sector considers the limits established by the
regulations as too strict and unattainable given economic redlities. In response, USAID/Bolivia's
program has worked to build greater awareness of industria pollution problems and cleaner
production approaches and solutions through cleaner production assessments, demonstration
projects, training, and information dissemination. The essence of promoting clean production is
improving the firm's productive efficiency, thereby reducing costs and making them more
competitive. This focus on competitiveness complements efforts by the BED SO to increase
business competitiveness.

Likewise, municipal and local governments are struggling to deal with contamination and sources
of pollution. In most instances, these local governments lack the human and financial resources
and management capacity necessary to adequately address problems related to liquid and solid
waste and the provision of water supply and sanitation services. The Environment SO Team,
working with the Democracy and Health SO Teams, will seek to incorporate issues of urban
environmental health into the municipa planning process.

Illustrative activities under IR 4.3 include:
Training for professonas and students in areas related to cleaner production and
environmental issues to help meet the growing demand for these services.
Strengthening of local government capacity to address municipal environmental issues.



Technical assistance in development and review of environmenta regulations in Balivia,
especialy in the water, energy and industrial sectors, and as they may pertain to
municipal management of these resources.

Development and validation through use of guides and manuals for environmenta audits
and cleaner production assessments, including guides and manuas for municipa
environmental management systems.

Preliminary Performance Management Plan

Key performance indicators for the Environment SO are aligned with the three mgjor focus areas
of the SO: forestry, parks management and clean production. Indicators include the number of
hectares of forest independently certified as being under sustainable management, the number of
hectares of officidly-designated parks and protected areas under adequate management as per
established norms and procedures, and the number of industria enterprises applying cleaner
production practices.

Preliminary Environment Strategic Objective Performance M anagement Plan

Strategic Objective, I ntermediate Results, and Indicators | [llustrative Targets
Strategic Objective: Forest, Water, and Biodiversity Resources Managed for Sustained Economic
Growth

Number of hectares under approved management plans Baseline 2002: 11.7 million

Target 2009: 15 million

IR 4.1: Forestry Management Improved

Number of hectares under certified management Baseline 2002: 0.9 million
Target 2009: 25 million

IR 4.2: Targeted Parks and Protected Areas Conserved

Number of hectares of protected areas with adequate management

Baseline 2002: 6.6 million.
Target 2009: 82 million

IR 4.3: Urban and Industrial Pollution Reduced through Improved

Environmental Management

Number of industries applying cleaner production practices Baseline 2002: 44
Target 2009: 85

Linkages to the Bolivian Poverty Reduction Strategy

The USAID environment program supports the PRSP by targeting its economic growth activities
on some of the poorest, most marginalized segments of the rural population; namely, indigenous
communities living in or near national parks and protected areas, and those located in forest
zones. Rural poverty is the severest poverty in Bolivia, with the weakest prospects for
improvement through conventional rural economic activities. Environment activities create new
and diversified income opportunities for these communities while smultaneoudly ensuring their
sustainability, preventing further impoverishment through environmental degradation and
creating a solid base for growth.




Collaborative Achievement/Donor Coordination

The USAID environment strategy was developed in close collaboration with implementing
partners, the GOB and other donors to promote complementarities in implementation and
funding. The three basic environment strategy elements (sustainable forestry, park protection,
and industrial and municipa pollution abatement) coincide with expressed GOB priorities in the
sector and complement the programs of other donors. There is a motivated and active
environmental donors group that focuses on parks and biodiversity issues, water resources, and
ingitutional strengthening. The other bilateral donors to the park service are the Dutch and
German governments. The World Bank, through the Globa Environment Fund, also contributes
to park management. USAID’s implementing partner in the cleaner production activity, the
Center for Promotion of Sustainable Technology receives technical assistance from Denmark and
the World Bank has contributed to the clean production revolving fund. Sweden is the other
major donor in the forestry sector and the Belgians have just initiated some interventions in the
Chapare, which should provide opportunity for coordination with ID. Switzerland works in
reforestation and watersheds while Germany is the mgor donors in the water sector, irrigation
and agriculture. The IDB has alarge program in tourism.

D. Strategic Objective 5: Licit Economy in Coca Growing and Associated Areas
Increasingly Sustainable

Start and End Dates: The ID strategy period will begin on October 1, 2004 and will end
September 30, 2009. Implementation will continue through FY 2010.

Development Hypothesis

If the market competitiveness of legal rural enterprises in coca growing and associated regions is
strengthened; and if democratic ingtitutions in these regions become more responsive, transparent,
and inclusive; and if social services progressively meet citizen demands in these areas, then the
emerging licit economy in coca growing and associated areas will become increasingly accepted
by citizens and sustainable.

USAID’s Strategic Approach

According to USG edimates, there was a net increase in coca cultivation nationdly in
2004 over 2003, with a drop in the Chapare (where dl coca is illegal) overcome by a greater
increase in the Yungas (where by law anything over 12,000 hectares is illegd). Successful coca
reduction in the Chapare (which has fallen about 85% since the early 1990s) is a result of forced
eradication, improved interdiction and sustained USAID ID assistance. Increasing coca
cultivation in the Y ungas on the other hand, is primarily a result of weak state presence and weak
law enforcement there, as well as political pressure on small farmers to grow more coca. While
alternative development (ID’s predecessor program) efforts have helped prevent increased
cultivation in significant areas of the Yungas, these cannot sustainably reduce existing coca
without interdiction and eradication. Because the critica determinants of coca cultivation go
beyond poverty and economics to include other key variables such as wesk state presence,
ingtitutions, and communities, the USG approach aso helps Boliviato address these factors.

The USAID/Bolivia ID srategy complements USG-supported interdiction, eradication, and
public diplomacy strategies to achieve the performance goa. The strategy recognizes that
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sustainable development in coca growing regions is a legitimate USG foreign policy tool that
effectively complements eradication and interdiction in pursuing coca reduction, but cannot
reduce coca on its own. It retains the core licit employment and income elements demonstrated to
be successful in the past five years, while broadening the scope to include new initiatives that
strengthen the presence of the democratic state and community development in order to address
governance and social development constraints to achieving USG objectives. It is purposely
envisoned to be more than the “crop-driven/income-replacement” initiative emphasized in the
past, dthough income and employment-generating licit farm and non-farm enterprises will
continue to be an essentiadl component. The principal chalenge is to sustain economic gains
made to date. Mesting this challenge requires the integrated approach included in this strategy.

Sugtaining licit economic development will require continued efforts to improve the
competitiveness of rura enterprises, accompanied by mutually supportive efforts to strengthen an
enabling environment whereby date institutions effectively provide services, administer justice,
and protect citizen rights, and communities democraticaly engage the state, sanction illicit
activity, resolve conflicts peacefully, and respect individua land rights granted by congtitutional
authorities. In response to severa program assessments, the strategy will foster greater inclusion
and ownership of the development process, while empowering municipa governments and
citizens to identify and implement their solutions to loca problems. State-authorized land titles
will replace the de-facto titles currently used by agrarian unions as a coercive tool to pressure
farmers to oppose state authority and AD. Greater state presence and stronger communities will
balance well-organized pro-coca unions who dominate the existing ingtitutional structure and
impose non-democratic structures where none exist.

This strategy will continue to focus primarily on both the Chapare and the Y ungas regions, while
leaving open the possibility for limited investments in associated areas to help prevent the spread
of illegal coca cultivation. The Mission's strategic approach in the Chapare and the Y ungas will
be smilar, but the GOB legd framework, the two areas different socia histories, and their
different natural resource endowments call for different tactical approaches. For example, the
Yungas region is the legal source of Bolivia's 12,000 hectares of licit coca, while al coca grown
in the Chapare isillegal. Associated areas may include regions that border coca growing areas
and can therefore be developed as buffer zones to halt the spread of coca. They might also
include regions outside of coca growing aress, lying adong farm-to-market chains originating in
cocagrowing areas. The Mission will not work in expulsion zones in the Altiplano and Valleys.

The Results Framework

USAID/Boalivia proposes three IRs to achieve te SO, ‘Licit Economy in Coca Growing and
Associated Areas Increasingly Sustainable,” and provide strategic support to the GOB’s new
srategy for combating illicit coca production and improving the lives of those in coca-growing
and associated areas to help make reductions in illicit coca production permanent. The three IRs
under USAID/Bolivids ID strategy include strengthening the market competitiveness of licit
rural enterprises, developing nore responsive and transparent local governance, and providing
more and better-quality basic services. The ID results framework is represented in graphic form
in Figure 5, below.



I ntermediate Results and I llustrative Activities
IR 5.1: Increased Market Competitiveness of Licit Rural Enterprises.

Economic transformation in the Chapare has been significant. Hectares planted to coca have
falen by over 85%, from around 33,000 in the early 1990s to about 4,600 in 2003; while hectares
under licit use have more than tripled, from about 40,000 to over 135,000 during the same period.
Both the Chapare and the Y ungas regions are home to promising value chains, linked to domestic
and international markets. These value chains provide alternatives to coca and important sources
of jobs and income for farm families leaving coca. These include bananas, pineapple, pam heart,
passion fruit, black pepper, citrus, cacao, specidty coffee, certified wood, other sustainable tree
crops, and short-term crops.

Both regions also hold promise for off-farm sectors including tourism, light manufacturing, and a
wide range of micro-enterprises. USAID’s challenge is to make existing and emerging farm-to-
market chains (many supported under the 1998-2004 strategy) and off-farm sectors increasingly
competitive, more sustainable, and less dependent on outside support. Overal, Mission support
will am for decreasing subsidies over the five-year strategy period, so that rura enterprises can
increasingly fend for themselves in a market economy. This will require increasing production

for given levels of human capitd, financid, and raw materia inputs, and strengthening market
linkages for the eventua sale of the increased production. To achieve this IR, Mission efforts
will help remove policy, regulatory, inditutiona, on-farm, and market constraints to more
efficient production and sales, through an approach that continues to be private sector focused
and market-led. Continued support for critically needed productive infrastructure — including dl-
weather roads, bridges, and low cost energy sources - will be key to increasing competitiveness.
Additionally, efforts to remove policy and trade capacity bottlenecks to competitiveness may aso
be undertaken. The ID SO Team will work with the EO SO Team to increase agricultura
productivity and divergty in high-value products, such as the highly successful Yungas coffee
program. The ID and EO SO Teams will coordinate trade capacity and policy responses to
improve competitiveness. The strategy will aso focus on increasing income and employment in
promising off-farm activities, like tourism and light manufacturing. While the scope for tourism
expansion is not considered to be large, the target area is endowed with spectacular scenery,
abundant wildlife, and attractive microclimates.  Activities aimed a enhanced community
participation and conflict resolution in sustainable natural resource management will be included
in the Chapare, particularly to deal with agricultural encroachment on protected areas by
neighboring communities. The ID team will aso coordinate forestry interventions closaly with
the Environment SO Team. Likewise, the extensive forest and wood products in the area offer
real possbilities for the establishment of first stage lumber and woodworking enterprises,
including drying and sawing of certified wood, manufacturing of commercial wooden crates and
boxes, millwork and assembly of smple furniture, and similar basic operations.

Illustrative activities under IR 5.1 include:
Technical assistance and training to help local economic actors identify constraints to
more competitive rural enterprises along the value chains and within the clusters of which
they are a part; remove policy bottlenecks to increased competitiveness; build sustainable
tropical agricultura research and extension capacity; and assist GOB trade negotiation
and related capacity to enable Mission licit economic development efforts to take full
advantage of regional and hemispheric trade opportunities.
Provison of improved planting materiad and technica assistance to improve crop
production and post-harvest quality, including sustainable tree crops and forest products.
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Figure5: Integrated Development Strategic Objective Results Framework

USAID/STATE Performance Goal: Minimize the impact Contextual Indi cator:
of internationa crime and illegal drugs on the US and its The GOB maintainsits
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f and sustained poverty
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Strategic Objective 5: Licit Economy in Coca Growing and public health improved
Associated Areas Increasingly Sustainable and greater social
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T promoted.
IR-5.1.: Increased IR-5.2.: More Effective, IR-5.3.: Basic Public
Competitiveness of Licit Transparent, and Services & Socia
Rural Enterprises Responsive Democratic Conditions Improved
I ngtitutions.

Critical Assumptions:

1. The GOB maintains an uncompromising counter-narcotics policy and sustains aggressive interdiction
and illegal coca eradication activities.

2. The GOB maintains public safety and security in the target areain the Chapare and Y ungas region such
that normal, licit commerce and social and political interaction are unimpeded.




Provision of technica assistance, performance grants, and management training to
establish and nurture stable market links and agro-processing enterprises.

Technical assistance and targeted grants to improve all-weather road network and
expansion of community-based road maintenance associations.

Skills training and supporting expansion of micro-lending organizations to expand small
business and off-farm employment.

Technica assistance, training and targeted grants to expand tourism and light
manufacturing.

IR 5.2 More Effective, Transparent, and Responsive Democratic I nstitutions

In addition to increasing the market competitiveness of rura enterprises, sustaining the emerging
licit economy in coca growing areas also requires an underpinning of responsive, transparent and
inclusive state and civil society ingtitutions.  Illegal coca-cocaine interests are thwarted by an
environment in which the State effectively provides services, administers justice, and protects
citizen rights, and one in which communities democraticaly engage the state, sanction illicit
activity, resolve conflicts peacefully, and respect the constitutional rights of fellow citizens.

To achieve this result, the strategy will support more effective and democratic local governance;
better administration of and access to judtice; conflict resolution; and democratic and
participatory citizenship in peaceful and equitable civic environment. The capacity of municipa
governments to prioritize, plan, finance, and maintain public works and services in collaboration
with citizens will be enhanced; integrated justice centers to resolve conflicts and prosecute crime
will be established; leadership skills of elected and community representatives will be enhanced;
and legdl title to land will be extended. The ID SO Team, in collaboration with the Democracy
SO Team, will work with Chapare and Yungas municipalities to increase their ingitutional
capacities and to better respond to the felt needs of their respective communities. The Team will
also fund democracy efforts to establish integrated justice centers in coca growing regions.

Achievement of this result will be accomplished primarily by expanding the training and support
activities like those now supported under the Mission's Democratic Development and Citizen
Participation (DDCP) and Administration of Justice (AOJ) activities managed by the Demaocracy
SO Team. DDCP activities in the Yungas will be strengthened and judicioudly extended to the
Chapare. AQJ efforts will strengthen the rule of law in coca growing regions through the
establishment of integrated justice centers that will protect human rights, offer the services of
trained conflict mediators, and prosecute crime in areas where impunity now reigns.  In addition,
the Misson will help the GOB extend rights to land through acceleration of land titling, and help
to groom a new generation of democratic community leaders in the target area. The Mission will
explore opportunities to support selected NGO programs aimed at youth leadership and
entrepreneuria development.

[llustrative activities under IR 5.2 include:
Technica assistance and training to improve and make transparent municipal systems to
prioritize, plan, deliver and maintain public works and services, and to enable citizens
and their leaders to engage democratically and effectively in setting priorities for
improving and overseeing community development.
Technical assistance, training, and equipment to establish pilot integrated justice centers.
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Technical assistance and targeted grants to expand secure title to land and property.
Support to selected NGOs and community-based civic organizations to establish and
promote youth leadership oriented organizations.

IR 5.3 Basic Public Services and Social Conditions Improved

Emerging licit economies in coca growing regions will not be sustainable unless citizens accept
them and the efforts required to build them. In order for this to occur, poor communities must see
responses to their immediate needs. Most often these have to do with provision of basic services
like potable water, health, education, and recreation. Such needs can often be met with modest
cost and in short timeframes.  Solutions help dleviate poverty, improve social conditions, and
build support for licit development and state presence. USAID will seek to optimize program
results by maximizing synergies with al of the Misson's programs in the target area. This will
aso be accomplished by replicating the “Community Alternative Development Fund” concept,
currently administered in the Yungas, to serve the Chapare as well. This small grant fund has
proven useful in the Y ungas.

One of the principal outcomes anticipated is that a larger proportion of the communities in the
target area will realize (maybe for the first time) a direct benefit from Integrated Development
programs. This will be especidly true for communities located where soils and other attributes
are not suitable for promotion of high vaue crops or where “big-ticket” investments like
improved roads or electrification are not justified.  The ID SO Team will work with the Health
SO Team on activities to improve community-based health practices in selected communities in
the Chapare and the Y ungas.

[llustrative Activities under IR 5.3 include:
Technical assistance, training, equipment, and infrastructure to improve health services,;
Community education and training to improve knowledge, attitudes and practices of
citizens about their health.
Small grants for sdf-help initiatives complemented with direct grants to implement
community identified priorities for facilities and service improvements.
Training, technical assistance and small grants to increase community understanding and
practice of sustainable natural resource management.
Technical assistance, training and equipment for extending rura electrification to
communities exiting coca.
Technica assistance and commodities to improve food security in areas where
sustainable, competitive, market-driven agriculture is not feasible.

Cross-Cutting Program Activities
Voluntary Coca Reduction and Communications

As a generad proposition, USAID is fully aware of the interdependence of successful law
enforcement and sustainable development to achieve the joint State-USAID strategic goal of
combating illega drugs. It follows then that USAID will manage its activities to optimize
collaboration with dl parties striving to eiminate cocaine and illicit coca from Bolivia. To this
end, USAID will seek opportunities for synergy with the coca reduction activities of GOB law
enforcement forces. The most likely scope for such opportunities will arise in efforts to suppress
and eradicate illicit coca plantings where a combination of “carrot and stick” can be fruitfully
applied. Such an approach will continue to be applied in the Yungas, where USAID will seek
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opportunities on a case-by-case basis, in consultation with the GOB, to offer development
projects of high priority to loca communities to encourage coca reduction/containment. This
approach will be closely coordinated with the local State Department Narcotics Affairs Section
and the GOB'’s eradication authority. USAID’s challenge here is to contribute to voluntary coca
reduction without distorting development activities or creating perverse incentives for coca
cultivation.

An additiona and cross-cutting eement of the program will be a strategic approach to
communications. Mission efforts, closely coordinated with the U.S. Embassy Public Affairs
Section, will increase public awareness of the benefits and successes of ID programs, and will
promote values, attitudes and behavior that promote sustainable growth of a licit economy and
discourage illega coca cultivation. In close collaboration with the GOB, the Mission will identify
critical audiences supporting coca reduction; craft tailored messages for each audience; utilize the
most appropriate media to ensure that the messages reach the target audiences; and measure the
impact over time on public support for coca reduction and on behavior change regarding coca
plantings and similar conduct.

Preliminary Performance Management Plan

The ID SO Team isin the process of revising its Performance Management Plan to dign it better
with the new approach and structure of the SO. Thisfina version of the PMP will include those
PART (Program Assessment Rating Tool) indicators which are applicable. Basdlines and targets
have yet to be determined.

Linkages to the Bolivian Poverty Reduction Strategy

The ID Strategic Objective contributes to the Bolivian Poverty Reduction Strategy by promoting
increased and more diversified income and increased access to social services such as health and
education, as well as improved economic infrastructure (roads, electricity, piped water) in the
underdevel oped and geographicaly isolated regions of the Chapare and the Yungas. The severest
poverty in Boliviaisthat found in rurd aress.

Collaborative Achievement/Donor Coordination

USAID isthe principal donor in coca growing and associated areas, providing 60% of all externa
resources. However, the UN Drug Control Program and the European Union have provided
sgnificant levels of support up to 1996. Severd hilatera donors, including Spain, Germany, and
Italy, have provided financing for selected activities, but usually not on a continuous basis. Some
donors prefer to avoid work in the conflictive areas like the Chapare, and prefer to work in
neighboring aress.



Preliminary Integrated Development Strategic Objective
Performance Management Plan

Strategic Objective, Intermediate Results, and I ndicators

[ ustrative Targets

Strategic Objective: Licit Economy In Coca Growing and Associated Areas Increasingly Sustainable

1. Wholesde vdue of licit crops Baseline 2002: TBD
2. Number of hectares devoted to licit agricultural and/or forest | Target 2009: TBD
products (PART)
3. Number of families benefiting from 1D
IR 5.1: Increased Market Competitiveness of Licit Rural Enterprises
1. Yields per hectare for 2-3 key products Baseline 2002: TBD
2. Levd of subsdies Target 2009: TBD
3. Sdesof licit crops
4. Number of licit jobs created (PART)
5. Number of rura enterprises receiving productive assets
IR 5.2: More Responsive, Transparent and inclusive Democratic Institutions
1. Number of municipd POAs developed with broad citizen | Baseline 2002: TBD
participation Target 2009: TBD
2. Number of municipdities presenting annual performance
report to voters
3. Number of case flow at justice centers
4. Number of land titles granted
5. Number of citizens receiving civic education or leadership
training
IR 5.3: Basic Public Services and Social Conditions Improved
Baseline 2002: TBD
1. Number of communities with improved water/sanitation Target 2009: TBD
2. Annua gross sdary labor/salary cost of commercial employers | Baseline 2002: TBD
located in the area Target 2009: TBD
3. Percentage of area residents aware that illicit drugs cause sociad | Baseline 2002: TBD
damage Target 2009: TBD

TBD: To be determined (Targets are awaiting outcome of current Team data and program analysis)

E. Special Objective 6: Economic Stabilization

Start and End Dates: The USAID/Bolivia Economic Stabilization SO period began in March
14, 2003 and will end on September 30, 2005.

In the spring of 2003, the Government of Bolivia underwent a severe cash-flow crisis that
threatened its ability to meet its basic obligations to employees, citizens and internationa
creditors.  Furthermore, a wlice mutiny in February 2003 created a crisis of governance that
threatened the functioning of Bolivia's democracy. The USG, as a gesture of its commitment to
supporting Bolivia's congtitutional democracy, made available a $10 million ESF cash transfer in
FY 2003 to help the GOB meet a quarterly payment on multilateral debt, thereby helping to close

a large fisca deficit.

In March 2004 the USG, in a gesture of support to the new and fragile




Government of President Carlos Mesa, made available another $8 million in ESF for the same
purpose. In FY 2005 the USG will make one last payment of $8 million. USAID will not seek
any further funding beyond FY 2005, as the GOB will be expected to have addressed the fiscal
gap through a combination of austerity measures, fiscal reforms, improved tax collections and
funding from multilatera ingtitutions.

F. Strategic Objective7: Increased Confidencein Democratic I nstitutionsand Processes

Start and End Dates: The USAID/Bolivia Democracy strategy period began July 16, 2004 and
will end on September 30, 2009. Implementation will continue through FY 2010.

Development Hypothesis

If key democratic ingtitutions (the nationa judiciary, legidature and executive, and municipal
governments) in Bolivia become more effective in responding to citizen demands, and the
participation of citizens (especidly those of women and indigenous groups) in governance
expands, then public confidence in, and support for, the Bolivian democratic system, will
increase, contributing to the long-term consolidation of democratic, congtitutional governance in
Bolivia

USAID’s Strategic Approach

USAID’s drategic approach is rooted in the U.S. Mission’s goa of supporting and defending
Bolivia's congtitutional democracy as the best system for meeting legitimate citizen demands for
justice, equity and accountability and for an opportunity to participate in shaping a sustainable
future for the country. As the strategic objective title shows, it explicitly recognizes the critica
importance of (the dten negative) citizen perceptions of their government to sustaining Bolivian
democracy, as well as to overcoming the culture of intolerance, corruption, impatience with
constitutional processes and a certain tendency toward infatuation with authoritarian “solutions’
to complex and urgent socioeconomic problems that threatens its survival. The USAID drategic
approach has the following key characteristics and foci:

Flexible yet Focused: While USAID has made magjor contributions to Bolivian democracy, it is
clear that the moment has arrived where national leadership must show strength, consistency and
determination for democratic consolidation to occur. USAID may support, but cannot substitute
for, this leadership. Political will to support reforms in al sectors is critical, and host-country
counterpart support has sometimes wavered. USAID should position itself to respond quickly to
opportunities, but also cut its losses rather than plod on toward less-viable project targets. The
national government is only one partner of severa; USAID has especialy strong direct links to
municipaities and municipal organizations. Nevertheless, nationa government remains the most
important actor, as it will set the tone and direction for democracy. Therefore, the strategy must
remain flexible, taking advantage of strong GOB leadership in key areas of democratic
development when it appears, while focusing on other democratic ingtitutions and actors, even
when GOB leadership lags.

Conflict Management and Resolution: Conflict is an inevitable and not necessarily aways
undesirable phenomenon in a diverse and complex society such as Bolivid's. It can be an engine
of pogtive change. However, currently in Bolivia, conflict al too often takes the form of
aggressive and at times violent street confrontation between various groups and government
authority completdly outsde congdtitutionaly-provided mechanisms for dispute resolution.
Repeated Government capitulation to these extralega chalenges legitimizes such methods
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(because they work) while undermining democracy by circumventing its officia mediating
ingtitutions. While conflict resolution has not been established as an intermediate result as
proposed in the 2002 concept paper, the strategy addresses conflict management and conflict
resolution as a cross-cutting theme. Each of the four intermediate results are designed to reduce
the potential for conflict by improving communication between elected officids and ther
constituents and improving government responsiveness to citizen concerns, thereby increasing the
credibility of condtitutionaly-established mechanisms for making and meeting legitimate citizen
demands. Additionaly, this approach will be complemented by a stand-aone conflict resolution
and prevention activity implemented through a grant to the Organization of American States.

Greater Inclusiveness - Women and Indigenous Groups. Ancther important crosscutting issueis
the incorporation of women and indigenous groups in al aspects of democracy strengthening. It
is important that the interests of these under-represented groups be incorporated if democracy is
to be truly representative of Bolivian society. This is partialy being addressed as part of the
Poverty Reduction Strategy (PRS) process through the incorporation of women’s and indigenous
groups in the national dialogue that is taking place this year, but much more needs to be done.
Widespread dissatisfaction with democracy in Bolivia can be attributed in part to the fact that
only the interests of the traditional elites are well represented in the democratic process. Each
intermediate result (IR) will seek productive ways to incorporate the voices of underrepresented
groups into the congressional, municipal and justice sector agendas.

The Results Framework

USAID/Bolivia proposes four IRs to achieve its new SO, “Increased Confidence in Democratic
Ingtitutions and Processes’, and to provide strategic support to the critical democracy-
consolidating initiatives of Presdent Mesa. Activities under the first three IRs build on
achievements of previous and current USAID activities, while the fourth is new and focuses on
anti-corruption. A graphic representation of the new Democracy SO results framework is shown
in Figure 6, below.

I ntermediate Results and | llustrative Activities
IR 7.1: Key Institutions of the Rule of Law are More Transparent, Efficient, and Accessible

While Bolivia has taken important steps in crimina justice reform, the justice system till does
not provide adequate security for contracts, trade, and investment. The next generation of justice
reforms will include commercia, civil and administrative law reform. These reforms are critica
not only to increasing citizen confidence in democratic ingtitutions, but aso to Bolivia's ability to
atract the foreign and domestic direct private business investment needed to increase income and
employment. The Democracy SO Team will work closdly with the USAID/Bolivia Economic
Opportunities SO Team in the implementation of this component.

USAID will continue to support the implementation of the new Code of Criminal Procedures
(CCP) in the new strategy period. By 2007, however, USAID/Boalivia expects the levels of
USAID assistance for the CCP to be minimal, with the GOB largely assuming responsibility for
the reforms. To facilitate the trangtion to full GOB responsbility for the CCP, USAID will
continue to support civil society groups and codlitions that promote and monitor justice reform,
while reinforcing earlier work in strengthening primary justice inditutions. In addition to the
traditiona ingtitutions supported and strengthened to date, the following ingtitutions will receive
assistance; law faculties of maor universities, in updating their curricula to reflect the new CCP,
the office of the public defender, to counterbalance the heavy emphasis on prosecution to date;
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and the Nationd Ingtitute of Forensc Medicine, to improve the processing and anaysis of
evidence.

The incluson of these critica ingtitutions will help to address magor obstacles to the full and
effective implementation the CCP that were noted in a recent USAID sector assessment. The
new CCP promotes respect for human rights for al parties coming into contact with the justice
system. Increased support to public defenders in the coming strategy period will help guarantee
that the legal rights of the most disadvantaged are also protected in the judicia process.

USAID will expand upon a pilot program of integrated justice centers (1JCs) in regions of
recurrent and intense socia conflict (principaly, El Alto and the coca-growing regions of the
Chapare and the Yungas). The 1JCs house a broad range of actors (judges, prosecutors,
defenders, mediators, etc.) to facilitate enhanced access to justice and the prompt resolution of
disputes. 1JCs in the Y ungas and Chapare were established through close coordination between
the Democracy and the ID SO Teams. Based on lessons learned from this pilot experience with
the 1JCs, USAID will replicate the centers in other conflict-prone regions. The Bolivian Supreme
Court and the Vice Ministry of Justice have stated that the justice centers provide a solid model
for enhancing access to justice by bringing a broad range of justice services to the municipal
level. Such justice services would include not only dispute resolution, but would aso introduce a
customer-service approach to administrative services, such as the civil registry for identification
cards and the land and property registration system. These administrative services provide
frequent contact points between the government and citizens, however, given the poor quality of
services and the excessive bureaucracy in place today, such inter-action now contributes to
diminishing citizen confidence in state ingtitutions.

By recognizing and respecting indigenous community traditions of dispute resolution (“justicia
comunitarid’, or “community justice’), the GOB acquires an additional mechanism to reduce
socia conflict, to enhance access to justice and to gain citizen confidence in democratic
ingitutions. The CCP reforms aso formaly recognize these traditions. When not distorted by
politicd manipulation, the “community justice” system functions effectively and efficiently
throughout much of Bolivia, thereby relieving the forma court system of what would otherwise
be an overwhelming caseload. Non-indigenous citizens and officias of the formal justice system,
however, remain suspicious of justicia comunitaria  This suspicion is fueled in part by widely-
publicized incidents of lynchrmaob justice that are called “community justice’. The perpetrators
seek to hide the true nature of these acts (often local power struggles and/or persona score-
settling) and prevent their proper investigation by taking advantage of the larger society’s lack of
familiarity with the culture and traditions in question. USAID will support the GOB in educating
the public and justice system officias about legitimate community justice traditions and the
critica role they play in complementing justice services provided by the GOB.

In the area of law enforcement, USAID recognizes the importance of police reform as essential to
addressing lack of confidence in the democratic system. The chalenges to police reform in
Balivia - including widespread corruption, inadequate training, and low pay - are considerable,
and go beyond the capacity of USAID resources and expertise to resolve.  USAID policy,
resource and other limitations require leveraging the assistance of other USG agencies to achieve
sgnificant impact. USAID will work closely with NAS in this area, particularly with regard to
the latter’s support for staff training in the Office of Professona Responsibility of the Bolivian
National Police.
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Figure 6: Democracy Strategic Objective Results Framework

USAID/State Performance Goal: Advance the growth of
democracy and good governance, including civil society, the
rule of law, respect for human rights, and religious freedom.
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Critical Assumptions:

1. The GOB remains committed to major democratic reforms, including decentralization, legal security, legidative

reform, and anti-corruption.

2. Bolivian society continues to perceive democratic institutions as the proper vehicle for promoting reform and

devel opment.

3. Political party leaders and Bolivian elites allow reforms to take place and are willing to democratize parties and

institutions.




[llustrative activities under IR 7.1 include:
Continued technical assistance and training to al justice sector actors (including public
defenders, the institute of forensic medicine and law faculties) in the proper and full
implementation of the CCP,
Support (including technical assistance, training and grants) to strengthen civil society
organizations interested in justice sector reforms and the implementation of the new CCP;
and
Study of the commercial and adminidtrative legd framework to determine what reforms
are required to improve the business environment, and to commence implementation.

IR 7.2 Political Representatives are More Responsive to Citizen Demands

The unanticipated results of the 2002 presidentia eections included the arrival of new actors as
direct participants in the political arena, as well as dramatic electord evidence of the low
credibility of traditional political partiess. Two parties that participated in the presidential
elections for the first time, NFR and MAS, together obtained 41.85% of the votes, while the
traditional MNR obtained only 22.46%. Three traditional parties— ADN, UCS, and CONDEPA -
together received only 9.27% of the votes, when in the previous eection they had received 54%
of total votes. These results show a clear disillusonment with traditiona political parties, and an
urgent need to restore confidence in parties as legitimate vehicles for democratic participation.
USAID sees the emergence of new political actors as positive only if these actors are willing to
channe their demands through the constitutional democratic system.

The impact of the 2002 elections was even more dramatic for Congress, as overal turnover was
close to 80%. The change was promising as the presence of women and indigenous
representatives rose considerably. For the first time, a woman became the President of the
Senate. The leadership of Congress, represented by traditiond parties, has found it difficult to
work with this more pluraistic Congress. USAID’s current legidative strengthening activity has
helped to design, test and gain congressiona approva of congtituent outreach mechanisms.
These outreach mechanisms help promote mutual understanding among antagonistic groups
through dialogue and joint problemsolving. Such activities help to overcome the distrust many
citizens harbor toward governing inditutions, and reduce the threat that anti-system
misinformation campaigns lead to destabilization of the congtitutional order. In the new strategy
period, USAID will widely disseminate information about these mechanisms and facilitate their
more frequent use by congtituents and representatives.

President Mesa has announced a Congtituent Assembly to reform the Bolivian Congtitution. The
impact of this process and the scope of reforms to be addressed by this Assembly cannot be
anticipated at this time. Bolivia has no historical precedent for such a process. The Assembly is
intended to enhance nationa integration through a process of dialogue and consensus on a new
Condtitution.  Such an Assembly, however, may create expectations that it cannot fulfill, or it

! The Assistant Administrator for Latin America and the Caribbean (AA/LAC) has exercised his authority under Sec.
481(a)(4) of the Foreign Assistance Act (FAA) to provide USAID/Bolivia with an exception to the FAA’s prohibition
on assistance to law enforcement forces. The AA/LAC's exercise of this “notwithstanding” authority permits
USAID/Bolivia “to provide assistance to Bolivian justice system operators, including police officers and prosecutors...
to promote implementation of the new [Code of Criminal Procedures] so that it may serve as the cornerstone of a
transparent, equitable, efficient, effective and accessible justice system.” Memorandum dated April 30, 2003, page 4.
All assistance to law enforcement forces identified in this Strategic Plan will be carried out in accordance with the
terms of the AA/LAC' s exercise of “notwithstanding” authority.
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may embark on debates that unleash deep-seated socia, regiond, political, economic and ethnic
conflicts. At a minimum, the Assembly may redefine the ingtitutions and rules that currently
shape the legidative arena. While the hope is that the Assembly will lay the foundation for a
broad consensus for democracy in Bolivia, it aso introduces the risk that the new model that may
emerge will be less democratic, accountable or workable. Given the prevaence of political
intolerance and authoritarianism, and belief in smplistic solutions to complex socioeconomic
problems among broad swaths of the population, thisis avery red risk.

The USAID democracy program must remain flexible enough to respond to the needs of the
legidative branch, particularly with respect to technical assistance for developing the convening
legidation for the Condtituent Assembly. This legidation will define the scope of the Assembly
as well as whose participation is included and excluded. Given the sengtivities and potential

risks, USAID technical assistance to Congress for public hearings and forums will be critica to
assure diverse input for the draft legidation and consensus-building approaches in the legidative
debate. Moreover, in light of the Assembly’s authority to change the rules of the game and the
structure of democratic institutions in the country, USAID will offer technical assistance
throughout the Assembly as to condgtitutiona, judicid, legidative and municipa considerations.

Such assistance will include analytica documents and presentations as well as training for
Assembly participants with respect to the implications of potentid reforms and their
implementation. USAID assistance will likewise need to be highly discreet.

Once reforms under the Constituent Assembly have been completed, USAID will provide
assistance to Congress to harmonize the existing legal framework. Through this activity, USAID
will help identify and purge obsolete, redundant, and contradictory (to the Congtitution of
Bolivia) laws, and create an electronic database of the harmonized legal code. Without a
consolidated legal database in readily accessible, digital form, Congress runs the risk of
approving laws that may be contradictory with prior legidation and even with Congtitutional
mandates. The difficulties associated with the current set of laws impacts negatively on the
functioning of the justice system as well. This accessible database will add significant value as
congress and executive agencies re-orient their mandates and laws to conform to the
congtitutional reforms enacted.

USAID’s legidative strengthening efforts will continue to focus on political parties in recognition
of their importance to a democracy and the current very negative perception that Bolivians have
of them, as demondtrated by the growing popularity of proposas for their eimination.
Undemocratic unions, populist leaders and mob action have begun to fill the void left by the
traditiona political parties. Under the new Political Parties Law and Electora Code the parties
are legaly bound to guarantee internal democracy, transparency and roles for women. Reform
will not occur, however, until the parties jointly commit themselves to reducing rent-seeking and
patronage peddling as their principa reason for existence, and begin to sincerdy and
unequivocally support a credible national reform agenda.

The prospects for political party reform have been greatly strengthened by a recent constitutional
amendment that permits civic groups and indigenous peoples to name (non-party) candidates for
office. This amendment breaks the political party monopoly. By offering citizens dternatives to
party candidates, the new amendment forces parties to compete to earn their status as citizen
representatives.  Independent candidates will be permitted to participate in elections as early as
the municipal elections of December 2004. USAID’s immediate efforts will aim to transform the
parties from a spoils-system orientation to a party-platform, constituent-focused approach. Over
the course of the strategy period, USAID will provide assistance that enhances the effectiveness,



efficiency and representative capacity of a system that includes not only political parties, but aso
independent citizen groups.

Illustrative activities under IR 7.2 include:

- Strengthening interactions and relationships of Congress members with their constituents
and with their regiona caucuses, including better engagement with municipdities and
local interest groups, improved techniques of public consultation, and a more effective
women's calcus,

Technical assstance, training and commodity support to establish a comprehensive legal
database for Congress;

Training for indigenous community leaders to help them more effectively present their
constituents' agendas to members of Congress;

Training and technical assistance to the politica party “system” in severa areas such as
internal  democratization, development of platforms, and improving linkages between
parties and civil society;

Assistance to the Electoral Court in their role as enforcers of the Political Party Law; and
Technical assistance to the Congress in preparing the implementation mechanisms and
developing the parameters of the Constituent Assembly planned for 2005.

IR 7.3 Local Governments are More Effective, Efficient and Equitable in Responding to
Increased Citizen Demands

The USAID decentrdization program has designed and implemented a practical model that
enables municipalities and other entities to implement he mandates of Bolivias 1994 Popular
Participation Law (PPL). Over 170 municipalities use the model, and other bilateral donors as
well as the GOB apply it as the best means of promoting effective civil society participation in
local governance. Municipa governments are the principa delivery mechanism for public health
and education services under the PPL and are critical to creating an environment appropriate for
investment. The ability of local governments to deliver these services and encourage economic
growth is crucia to the national government’s ability to design and carry out a Poverty Reduction
Strategy Action Plan. USAID will continue to focus on strengthening the ability of local
governments to provide basic services and encourage economic growth in order to help dleviate

poverty in Bolivia

The quality of both municipal governance and participation, however, has been inconsistent,
particularly in urban areas where the territorial approach to participation created by the PPL is not
viable. Municipdlities remain overly reliant on funding transfers from the national government.
Much more needs to be done to integrate the views of women and other disadvantaged groups, as
well as those of key local economic actors. Most municipalities are too small and unstable to
play an important economic role unless they band together in mancomunidades (associations of
neighboring municipalities) to establish links to the private sector. Municipa associations,
important for sharing experiences and supporting policy reform, exist and function but lack long-
term sustainability. USAID will increase the quaity and quantity of participation in loca
government decision-making, bringing together the socially excluded and the private sector with
mancomunidades and municipal associations.

IR 7.3 will be implemented in close coordination between the Democracy SO Team and severa
other USAID/Bolivia SO Teams.  Economic growth requires good governance, and
municipaities are important economic partners, investing about $500 million each year.
Strengthened municipal governments will improve the environment for setting up and operating
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businesses in their communities, making these processes ssmpler and more efficient for those
willing to make local investments that will create employment and generate income. The
Democracy SO Team will work in close collaboration with the EO SO Team on assisting
municipdities in becoming conducive to economic growth.

In a related issue, municipal governments are formally charged with managing natural resources
within their administrative boundaries, and their increased capacity to function in this role will
increase sustainable management of those resources. As this issue relates directly with the
Environment SO Team'’s strategic focus on sustainable management of natural resources, the two
SO Teams will be looking to synergize their strategies.

Increasing municipa governments functional capacity and responsiveness to citizens will
increase the local government’ s ability to advocate for and obtain public health resources for the
local communities. In addition to being a basic public hedth issue, increasing this capacity is
consistent with the intentions of GOB decentralization and popular participation, as well as an
issue of presence of the state (in other than a police function). The Democracy SO Team will
synergize its strategy with that of the Health SO Team to increase the effectiveness and equity of
public health service delivery at the municipa level, through increased local government capacity
and community participation and oversight.

The municipal government capacity building program, in close coordination with the 1D SO
Team, will continue to and expand its activities in the Yungas region, and will begin activities in
the Chapare. The thrust of the program in these regions is to bring these municipalities, often
influenced by anti-systemic groups, into the national mainstream by focusing on their roles as
mechanisms for peaceful and productive citizen participation in the political process and as
conduits for provision of basic public services sought by their communities.

[llustrative activities under IR 7.3 include:
Training and technical assistance to strengthen municipal management and planning
capacity.
Dissemination of the participatory municipal governance model while adapting it for use
in urban areas and expanding the inclusion of women and other underrepresented groups.
Support for municipaities promotion of economic growth through innovative use of
their own purchasing power and through developing projects in partnership with local
employers of al szes. Municipa governments will also improve the environment for
setting up and operating businesses in their communities, making these processes smpler
and more efficient for those willing to make loca investments that will create
employment and generate income.
Promote the sustainability of inter-municipa organizations such as departmental
associations and mancomunidades to ensure ongoing support for the participatory process
and access to specialized management and technical services.
Support critical initiatives to strengthen the decentralization modd and to enhance
opportunities for citizen participation, including technical assstance for developing the
legd framework for the Congtituent Assembly and the upcoming municipal elections, and
training and technical assistance to the Assembly participants as well as for municipal
candidates and citizen groups.

IR 7.4: Anti-Corruption Efforts Yield More Transparent and Effective Government
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Public frustration with corruption in Bolivia is very high and is one of the principa contributing
factors to the crisis of credibility confronting the country’s democratic ingtitutions. Tax evasion,
using public office for private gain, procurement fraud and embezzlement of public resources are
pervasive practices in the public and private sector. USAID recognizes that the issue of
corruption must be addressed effectively if public confidence in democracy is to return. In
addition, Bolivia must prove its commitment to fight corruption in order to maintain its status as a
first-tier country digible for MCA funding.

USAID’s strategy is to create an integrated capacity to recognize, denounce and successfully
prosecute corruption. This strategy is composed of three mutually-reinforcing components. The
first component is a strengthened capacity to successfully investigate, prosecute and punish acts
of corruption. This is the anchor of the strategy. Without this as the lead component, no anti-
corruption strategy can be effective. This will require continued work with the Public Ministry,
Financia Investigations Unit and the Nationa Police. Full and effective implementation of the
CCP will contribute to this effort. Second, an empowered civil society is needed in which
organizations are vigilant regarding acts of corruption that affect their sector and region, file
reports, monitor progress and put pressure on enforcement entities. The third component is an
enhanced indtitutional ability to define the agenda, mobilize civil society, exert pressure and
demongtrate concrete GOB commitment for change. It is critical that the GOB takes on this
leadership role in order to recover a degree of public confidence. The Office of the Presidential
Delegate for Anti-corruption (DPA) has the potential to play this role.  USAID’s strategy is to
help the DPA define its role and implement its functions to provide nationd level leadership in
the fight against impunity, facilitate efforts of civil society to provide oversight, act as a clearing-
house for corruption reports to be forwarded to enforcement agencies, monitor progress of these
reports, put pressure on authorities for the resolution of corruption cases, and advocate for reform
with government agencies.

[lustrative activities under IR 7.4 include:
Provide training and technical assistance to prosecutors, financia investigation unit
investigators and the police so they apply the law enforcement methods established under
the CCP to effectively investigate and prosecute crimes arising from acts of corruption.
Provide speciaized training to prosecutors in investigating the most common venues for
corruption: public procurement (especialy roads), tax evasion, and embezzlement of
public resources.
Provide assistance to civil society watchdog groups.
Assst the DPA in defining and implementing its role as the lead GOB ingtitution in the
fight against corruption.

Preliminary Performance Management Plan

System support, ingtitution support, democratic participation, and satisfaction are the principal
indicators that will be used to measure progress at the SO and IR levels. Through the Democratic
Vdues Survey, USAID has a well-established database of biennid survey results since 1998.
Indicators will be disaggregated by sex and ethnicity, as appropriate. See the table below.

Links to the USAID Global Development Alliance

Through the "ENLARED" Municipa Internet Portal (managed by the Bolivian Federation of
Municipa Associations), USAID is using the Internet to link municipdities and municipa



associations to the private sector for mutual benefit.  Microsoft has provided ENLARED with
the software for a pilot municipal auction project, and negotiations are underway to obtain
software for future activities in this area.



Preliminary Democracy Strategic Objective Performance M anagement Plan

Strategic Objective, | ntermediate Results, and Indicators | Illustrative Targets

Strategic Objective: Increased Confidence in Democratic Institutions and Processes

Indicator: Leve of citizen confidence in key democratic ingtitutions | Baseline 2002: 31
(index) Target 2009: 34
IR 7.1: Key Institutions of the Rule of Law are more Effective, Transparent, Efficient, and
Accessible

Indicator: Adoption of an automated case tracking | Baseline 2002: 3 digtricts

system in judicial districts (9 districts nationwide) Target 2009: 9 digtricts

IR 7.2: Political Representatives are More Responsive to Citizen Demands

Indicator: Political representatives that use the practice of citizen Baseline 2002:

consultation 22 % of singe-member deputies

Target 2009:

50 % of singe-member deputies

IR 7.3: Local Governments are More Effective, Efficient and Equitable in Responding to Increased

Citizen Demands

Indicator: Citizen satisfaction with their municipal | Baseline 2002 (DDCP Survey, %): 45

governments Target 2009: 48
IR 7.4: Anti-Corruption Efforts Yield More Transparent and Effective Government (*)
Indicator: Leve of corruption perception Baseline 2002: 2.3

(most corrupt index=0; least corrupt index=10) Target 2009: 2.8

Linkages to the Bolivian Poverty Reduction Strategy

The new government is faced, as was its predecessor, with the challenge of designing and
implementing a credible action plan for Bolivia's Poverty Reduction Strategy [Paper] (PRSP).
The PRSP was a requirement of Bolivia's admission to the World Bank/IMF HIPC Initiative,
under which the bulk of Bolivid's bilateral debt was forgiven in exchange for greater government
focus on poverty reduction through increased investment in hedth and education. USAID's
Democracy SO contributes to a number of specific strategic actions identified in the PRSP. For
example, the municipa government capacity building program provides technical assistance and
training to accelerate municipal strengthening, and promote and improve citizen and community
participation mechanisms. The ENLARED municipa portal supports the establishment of an
information system to match technologica supply and demand. Finaly, the democracy strategy
promotes gender equity by supporting female representatives who advocate policies and actions
designed to improve opportunities for women and observance of women's rights.

Collaborative Achievement/Donor Coordination

In the justice sector, USAID works closely and collaboratively with the GTZ in jointly funding
projects. Spain, Switzerland, the World Bank and the IDB also contribute to justice sector reform
and exchange information with USAID. In the municipa sector, USAID is the only donor with a
nationa local governance program that is not tied to the centra government. Other important
donors in the municipa sector include the Netherlands, British, GTZ, Spain, Switzerland, the
Danish, the World Bank, and the IDB. In the area of legidative strengthening there is an
excellent coordinating group of donors that includes USAID, GTZ, and three German




foundations, with occasiond participation from the British and Danes. The focus of the GTZ has
been in the organizationa and manageria aspects of legidative reform, and the German
foundations have supported publications, research and workshops. USAID is the largest donor in
this sector. In the new anti-corruption activity, USAID has dready joined efforts with the
Netherlands, Denmark, Sweden and the World Bank to provide the GOB with anti-corruption
expertise to recommend inter-ingtitutional mechanisms for the GOB to more effectively enforce
and sanction acts of corruption.
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PART V: ANNEXES
Annex 1: Economic and Socio-Political Environment
Bolivia's Economic Situation: Looking to Restore Growth

The economic crisis in Bolivia is due to a combination of externa shocks and interna economic
weaknesses and structural deficiencies. External shocks include the crisis Southeast Asian
countries in June 1997, followed by crises in Russia and in Brazil in 1998, and Argentina's
economic meltdown in 2001. The economic downturn in Bolivia's neighbors made themselves
felt amost immediately, through major decreases in externa trade, flows of externa capital, and
remittances from Bolivians working in those countries that lost their jobs and returned home.
Political turmoil and socia unrest, including national eections in 2002, repested road blockades,
the forced departure of President Sanchez de Lozada and growing tensions between different
groups and regions, contributed to the aready fragile economic environment. While socid unrest
internal has continued, athough without the cohesion showed in October 2003, the international
context for Bolivia signas excellent possibilities for economic recovery. For instance, the terms
of trade for the Latin American region increased in 1.3%, important neighboring countries
(Argentina, Peru) as well as more developed countries (USA, Japan, China) registered positive
and high GDP growth rates and the prices of important commodities increased.

Bolivia s current economic stuation is reflected in, anong other indicators, a dramatic sowdown
of GDP growth. While in the 1990 to 1998 period GDP growth averaged 4.4% annually, in the
following period (1999-2003), average growth barely reached 1.9%. Put into context of Bolivia's
population growth over the past decade (around 2.7% annua average) this amounts to a negative
growth rate. Accordingly, annua per capita GDP, aready one of the lowest in the hemisphere,
has been declining. In 1998, per capita GDP registered at $1,069, while in 2003 that figure had
declined to $864. Bolivia has therefore experienced a sustained reduction in this crucia indicator
over the last five years (See Table 2, Selected Macroeconomic Indicators, below). With the
reduction in income came a reduction in consumption, further aggravating the economic
downturn and increasing unemployment.

Another important set of indicators are those trade-related. Since 1980, exports have held steady
a around one hillion dallars in nomind terms. Given the change in the terms of trade, $1 hillion
in 1980 exports would be equivaent to more than US$ 2.3 billion today. In other words, the real
value of exports has declined significantly. Part of the decline is due to the predominance of
primary products in the export mix; products of low vaue-added for which international prices
have been declining. In 1980, minerals and gas exports represented about 83% all exports. In
2003, those same products plus soybeans and derivates accounted for about 88% of al exports A
turning point, however, seems to represent the year 2003. The level of exports in 2003 has
surpassed $1.6 billion. While, in red terms, the amount is ill not extraordinary, it does show
recovery into the right direction. This increase is due to both positive changes of quantities and
prices of most Bolivian exports (commodities and value-added products). The Andean Trade
Promotion and Drug Enforcement Act (ATPDEA) have certainly played a role in this increase.
Recent discoveries of vast natural gas reserves have raised hopes of dramatically increased export
revenues through export of liquefied natural gas to, among other countries, the U.S. and Mexico;
however, political opposition and uncertainty are casting doubts on this proposal. An exception is
a short-term exports contract to alleviate Argentina s current energy crisis.



Table 4: Selected M acroeconomic Indicators (Bolivia 1995 — 2003)

1995 1996 1997 1998 1999 2000 2001 2002 2003(p)
Real GDP Growth (percent) 4.7 4.4 5.0 5.0 0.4 2.3 15 2.8 25
Per capita GDP (current $) 905 974 1,019 1,069 1,005 995 929 884 869
Investment (percent of GDP) 14.0 15.9 19.8 24.2 19.6 18.1 13.7 13.4 10.8
Foreign Investment
(per cent of total investment) 33 36 55 51 65 54 60 63 18
Exports— FOB 1,181 1,295 1,272 1,325 1,405 1,475 1,353 1,373 1,648
(millions of $)
Imports—CIF (millions of $) 1,434 1,657 1,926 2,451 2,098 2,020 1,708 1,832 1,685
Current Account -4.5 -5.1 -7.0 -8.0 -5.9 -5.6 -35 -4.3 -0.3
(percent of GDP)
Termsof Trade Index 69.0 67.5 67.5 63.7 60.6 62.5 59.9 60.0 63.9
(1990=100)
External Debt (millionsof $)  4,523.1 4,366.4 4,2339 46546 4,573.8 4,460.5 4,412.1 4,299.7 5,039.7
External Debt 71 63 57 55 55 53 55 55 64
(percent of GDP)
International Reserves 650.3 950.8 1,066.0 1,0634 11,1135 1,084.8 1,076.2 853.8 975.8
(millions of $)
Fiscal Deficit -1.9 -1.8 -3.4 -3.7 -3.5 -4.5 -7.3 -9.0 -7.9
(percent of GDP)
Inflation Rate (percent) 12.6 7.9 6.7 4.4 3.1 3.4 0.9 25 3.9
Devaluation Rate (percent) 51 51 3.5 5.2 6.2 6.7 6.7 9.8 4.4
Private Employment I ndex 100 104 108 112 111 108 102 101 na
(1995=100)
Urban Unemployment 3.6 3.5 4.4 5.8 7.2 7.5 8.5 8.7 na
(per cent)
Deposits/banking system 2,238 2,719 3,035 4,523 4,453 3,908 3,567 3,090 3,070
($ millions)
Loan Portfolio at Risk 6.3 4.8 4.5 4.6 6.6 11.6 16.2 17.6 16.7
(percent)

(p) Preliminary
n.a. Not available

Source: UDAPE (2003), INE (2003), Fundacién Milenio (2003, 2004)

While trade-related indicators seem to recover, other crucia indicator —investment- continues to
decline. In fact, investment relative to GDP has experienced a reduction, from a peak of 23.6% in
1998 to an estimated 10.4% in 2003. Foreign investment has represented about 48% of tota
investment (in the period 1995-2003), due to minima domestic investment capacity rooted in
minimal domestic savings and poor financia intermediation, which in turn lead to extreme
shortages of domestic investment capital. This extreme dependence on foreign investment capital
has a very important politicd dimenson. The dependence on foreign investment is
simultaneoudly a dependence on those investors favorable perceptions of Bolivia's desirability as
an investment destination. Therefore, the negative economic impact of high levels of socia and
political unrest in the country is greatly magnified. High rates of unemployment reflect this. In
2002, urban unemployment reached a peak of 8.7 - a very high rate, considering that this
indicator excludes the rural population. The private sector employment index, which measures
the absolute number of jobs, has not changed in 2002 relative to 1995, meaning that a large
portion of new entrants in the labor market have not found a job.

The effects of Bolivia's economic crisis are not felt uniformly. Labor-intensive industries such as
construction and mining have been most affected, due to poor market prices and/or reduced
consumer spending.  Capitakintensive industries such as gas and oil and telecommunications
have just experienced reduced growth, while the agricultural sector’s growth remained relatively
stable. Unfortunately, the lowest growth rates (between 1999 to 2003) have been in precisely
those sectors that provide the most jobs. Though the majority of the workforce is in the informal
sector, the income of farmers and wage labor constitutes the bulk of national income. The hopeis
that the recovery shown in 2003, due to increased exports in, for example, soy beans and
minerds, is sustainable.



Regardless of changes in GOB adminigration, due to the October crids, the Sructura
weaknesses of the public sector continue. Public expenditures are inflexible, tax collection —
under any standard- are low, the cost of the pensions reform increases continuously and as a
natural consequence fiscal deficit has reached unmanageable levels as well as the consolidated
public debt. In fact, the stock of public debt has dowly reaching levels smilar to those of the
period before Bolivia's entrance into the Highly Indebted Poor Countries hitiative (HIPC) in
1999. Under the latest debt relief agreements (known as Enhanced HIPC Initiative), total debt
reduction is projected to reach $1.5 billion through 2015. However, Bolivia's current public debt
stock now has higher average red interest rates relative to the pre-HIPC stock, due to the
increasing proportion of non-concessionary (international and domestic) credit. The size and
structure of the current debt stock is thus steadily eroding the future benefits of Bolivia's
participation in HIPC.

In early 2004, the government of President Mesa has already formulated a new action plan for the
remaining tem in office (up to 2007). The three mgor political objectives are changes in the
hydrocarbons law, a referendum on the faith of natural gas and the organization of a
Congtitutional Assembly to modify the current Constitution. The economic objectives may be
summarized as follows (World Bank, 2004):
a. Restoring macroeconomic stability through, among other measures, reduced
public expenditures and increased tax collection;
b. Reorienting public expenditures high-impact and vishility programs, especidly
in selected geographical aress;
c. Re-launching the ingtitutional reform program and anticorruption efforts.

As of June 2004, the Mesa Administration has taken some steps towards the achievement of these
economic objectives. The overhaul of the public sector has been one of the most important
measures. Along with austerity decrees, the GOB has enacted a decree that gives incentives so
Bolivian producers and merchants can sell more products to the GOB, therefore enlarging their
markets. A referendum on hydrocarbons policy —including natura gas- is planned for July 18,
2004. On the public revenues side, one of the proposed new taxes- the financia transactions tax-
was accepted in Congress and it will be effective on July 1, 2004. On the productive side, exports
continue to grow, regardless the incessant pressure of amyriad of socia groups to the GOB.

With regards to programs with the IMF, the GOB continues working towards a medium- term
program. In April 2003, the GOB signed a stand-by agreement with the IMF. The agreement
encompassed the following elements. (i) the 2003 budget is aimed at containing borrowing the
public sector while increasing social expenditure; (ii) a monetary program is in place to maintain
low inflation and increase international reserves, and (iii) policies care aimed at banking system
stability and strengthening the financial and corporate sectors. The end-date of this agreemert is
mid-2004. Currently, the GOB and the IMF are negotiating an extension of the agreement up to
December 2004. It is expected that, in 2005, Bolivia will qudify for a medium-term program
such as its inclusion in the Poverty Reduction and Growth Fecility (PRGF). Negotiations are still
under way, but include the following basic eements: i) a continuous rationdization of the public
sector, including number and type of public employees, wages and sdaries and better
accountability systems; ii) an improved and sustainable tax collection system; and, iii) a careful
oversight of the financia sector.



Social I ndicators

Bolivia socid indicators, as shown in Table 3 (Selected Social Indicators (Bolivia 1995 —
2003), below, provide much of the source of Bolivia's recurrent social and politica instability.
The harsh conditions of life experienced by the mgority of the population (particularly in rural
areas), the limited capacity of the GOB to address these issues, and its perceived indifference
to the demands of al but those who are either part of the elite or willing and able to chalenge
the GOB through confrontational tactics such as road blockades.

Table5: Selected Social Indicators (Bolivia 1995 — 2003)

1995 1996 1997 1998 1099 2000 2001  2002(p) _ 2003(p)

Population (millions) 6.9 72 74 7.6 78 80 83 85 87
Density 64 6.5 6.7 6.9 71 73 75 17 79
(inhabitants per square
kilometer)
Poverty (percent of population
below national poverty line)
- Incomebasd 63.3 626 659 640 64.30 n.a
- Basic Needs 58.6
(1992=70.9%) 39.0
Urban 90.8
(1992=53.1%)
Rural
(1992=95.3%)
Human Development I ndex 063 058 059 059 065 065 065 0.67 n.a
Position 113 113 111 113 116 114 14 114
Number of Countries 74 174 175 174 174 174 162 175
Life Expectancy 504 597 601 605 614 621 625 62.0 n.a
Infant Mortality 67 4
(per 1,000 live births)
from Demographic & Health Survey,
conducted once every 5 years
Illiteracy n.a 166 152 na 148 138 129 n.a n.a
(per cent of population 15+) 85 847 75 74 6.7
- Men 238 216 217 196 188
- Women
88 70 53 629 62
- Urban 3H8 297 337 290 250
- Rural
Social Expenditures 12 14 15 16 17 17 19 20 20

(aspercent of GDP)

Source: UDAPE (2002), INE (2002), Muller & Asociados (2002), PNUD(2002)

(p) Preliminary
n.a. Not available

The ongoing economic crisis is further aggravating the destabilizing impacts of the country’s
wesk socid indicators. Bolivia, while having improved in some noteworthy regards, till lags
far behind international standards, and in Latin America only Haiti has lower status. The
socid misery aggravated by Bolivia's socid and economic Stuation is making itsdf felt
politicaly. The poor mgority in Bolivia is making increasingly clear to the GOB and the
society at large that it is no longer willing to accept the socia and economic status quio.



Annex 2. Summary of Sectoral Assessments

1. Conflict Vulnerability Assessment

M ethodology

The Boalivia Conflict Vulnerability Assessment (CVA) is the product of a two-month research
effort involving a combination of quditative and quantitative methods. In November 2002 a
Management Systems International (MSI) team headed by Prof. Eduardo Gamarra (Florida
International University) and comprised of Professors Robert Albro (Wheaton College) and
Grace lvana Deheza (Universdad Mayor de San Andrés-Bolivid) began interviews in
Washington DC, La Paz, El Alto, Cochabamba, and Santa Cruz with socio-politica actors
ranging from President Gonzalo Sanchez de Lozada to principa leader of the opposition, Evo
Morades. More than 100 Bolivians were interviewed, including three focus groups with members
of the police and the Santa Cruz business community. Apart from the interviews and focus
groups, the team reviewed and gathered statistical data on the nature of conflict with the objective
of congtructing amap of conflict in Bolivia

Summary

The assessment identified five mgor sources of, or contributors to, conflict in Bolivia in the
near future. These five are simultaneously cross-cutting issues, and are themselves
interrelated. These sources/contributors presage a situation of precarious stability for the
country in the present and near future, with the potential for maor instability. The
overwhelming weakness of the state and the culture of disruptive socid mobilization as a
political pressure tactic, coupled with the profound, prolonged crisis of the economy, the
absence of a long-term government development strategy, and a pattern of social exclusion,
are the principa drivers (causes of, or contributors to) of the overal conflictive environment.
Within this broad context, all maor political actors are attempting to figure out a way to
accommodate themselves to the redlities of the moment that gives them maximum advantage.
In the current politicaleconomic and socia context, very clear limits exist upon what the GOB
can do to preserve even the precarious and precious stability that currently prevails.

The five maor sources of, or contributors to, conflict are:

1) The Coca/Cocaine Issue. This issue represents one of the most significant conflict areas
and where violent confrontations are likely to emerge in the short term. The coca growers, or
cocaleros, will push for increased radical resistance to eradication efforts aimed at illegal coca
cultivation, while attempting to broaden the scope of the conflict to involve other sectors
where opposition to government policiesis strong.

2) The Ingtitutional Setting. The extreme weskness and lack of public credibility of
government ingtitutions severely attenuates the impact of Government attempts to come to
grips with Bolivia's gravest development challenges. The current ruling coalition is a strange
union of old enemies that are struggling to work together. The current congress aso includes
representatives of politica parties that represent radica socid and political movements
(principaly, the Movement to Socidism (MAS), a vehicle for the cocaleros and Pachacuti
Indigenous Movement (MIP), an organization of Altiplano indigenous peoples). These groups
are diametrically opposed to most of the current Government’ s stated policy priorities. Given
their fiercely nationalistic, anti-capitalist nature, it is feared that these two parties will block
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passage of criticaly needed reform legislation in Congress and through pressure tactics such
as blockades and strikes.

3) Public and Citizen Security. Over the past four years, the incidence of crime and violence
has increased dramatically. Rapid urbanization and rampant unemployment have contributed
to the increased insecurity. Opinion polls reved that the new Code of Crimina Procedures,
which USAID was instrumenta is implementing, is commonly blamed, as ordinary citizens
see it as promoting the rights of crimina suspects over public safety. This, combined with a
general lack of faith in the police force, has resulted in a rising incidence of “citizen justice”
(vigilantism and lynching), particularly in poor areas where police protection is scant or non-
existent. Lack of faith in the nationa police has aso resulted in enormous growth in private
Security services.

4) Economic Situation. The current severe economic recession has generated widespread
business failure and surging unemployment. Government attempts to ameliorate its social
impact have created demands on public finances that cannot be met without massive infusions
of foreign aid. Socia measures such as the new mother-child hedth insurance (SUMI) and the
senior citizens payment (BONOSOL ) are examples of these high-cost socid paliaives. Much
more controversial measures are yet to be enacted. Given the small size and poverty of the
domestic economy, it is generally agreed that the Government must look to exports to generate
economic growth and fiscal revenues. However, there is degp ambivaence if not outright
hodtility - rooted in ideology and historical experience — on the part of the public to plans for
export-led growth using Bolivia's natural resources. The proposed sale of natura gas to the
United States through a Chilean port (both the sale itself and the choice of port themselves
being mgjor controversies), and the planned accession of Boliviato the Free Trade Area of the
Americas, are other two magjor flashpoints for conflict.

5) Land Tenure and Distribution. Ownership and digtribution of land in Boalivia brings
together in one explosve mixture al of the negative consequences of Bolivias chaotic
political and volatile economic histories, of the long-term political, economic and socid
excluson of its largely agrarian rurd indigenous mgority, and of the feebleness, lack of
credibility or smple non-presence of the state. The land problem is the most likely to
degenerate into violent conflict in the medium term. Land has the potentia to be the unifying
issue around which radicd indigenous and other popular movements could violently confront
the state. Conversaly, a successful, equitable, long-term strategy to address the land tenure
and distribution issue could significantly and permanently reduce conflict in Bolivia

Recommendations
The recommendations for USAID are as follows:

1 Local Government Capacity Building in the Chapare region. Extend locd
government capacity-building activities to Chapare municipalities that are not
currently involved in the Integrated Development program. The Mancomunidad
(associations of municipalities) structure could serve as an dternate route to working
directly with local authorities.

2. National Government Inditution Capacity Building.  Continue capacity-building
support to the National Congress, with an emphasis on the new cadre of inexperienced
legidators, accelerate the implementation of the New Code of Crimina Procedures
with a mgor component of outreach programs, develop a training program for
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ordinary police men and women (“street cops’) for an appropriate implementation of
the new CCP; work with the Ombudsman Office (Defensoria del Pueblo) and work
with the National Electoral Court to improve its image and credibility.

3. Land Tenure and Natura Resource Utilization. Support the proposed GOB plan for
land tenure (Plan Tierrd). This could include direct technical assistance to making
more efficient and transparent the formal process of land titling. This would signify
changes in procedures or even in changes of the law. Improve donor coordination
around land tenure issues to promote more economicaly efficient and environmentally
sound and sustainable use of natura resources.

4. Economic Growth. Improve GOB trade negotiating capacities through technical
assistance in training of Government negotiators, and develop an outreach program
and public information campaign to promote an informed national discusson of
FTAA and its potential benefits for Bolivia as a member.

2. Country Analysis of Tropical Forests and Biological Diversity
M ethodology

The Bolivia Country Analysis of Tropical Forests and Biological Diversity is the result of two
months of field research, interviews of loca experts, workshops and literature review. The
workshops —two in La Paz and one in Santa Cruz — were attended by about 75 expertsin tropica
forest management and biodiversity conservation. The team of consultants was headed by
Charles Jordan (ARD) and included a tota of nine people with a mix of expertise ranging from
community forestry development to wildlife ecology to communication. This mix of expertise
alowed for intense internal debates and afina report useful for the whole Mission.

Summary

Since 1996, Bolivia has made important advances toward the goa of sustainable management and
conservation of its tropical forests and biologica diversity. USAID has supported these advances
through model programs of policy development, technical assistance, training and research. The
program has included not only the Bolivia Forest Management Project (BOLFOR) supported by
the Environment SO, but also activities and projects executed under the Integrated Devel opment
and Economic Opportunities SOs, and PL-480. Partners of PL-480 and the Jatun Sach’a project
have poneered community forestry development activities in the Andean Highlands and in the
Chapare, respectively. USAID has dso been instrumenta in defining and supporting a national
system of parks and protected areas which now covers approximately 16 million hectares.
Finally, markets for wood and wood products are being reached through promotion and qudlity
improvement efforts.

Bolivians and USAID are rightfully proud of these achievements, and they are determined to
continue Bolivia's world leadership in sustainable tropical forest management. Nonetheless,
significant congtraints are currently hindering further progress toward sustainably managing and
conserving Bolivia's biodiversity and tropical forests. These threats include:

. A land and forest policy framework that provides strong incentives for deforestation and

weak incentives for sustainable forest management, biodiversity conservation, and forest
fire prevention;
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. Forestry ingtitutions that are financialy insolvent and lack technical capacity;

. Insufficient slvicultural and forest product research to support strengthening of the
sector;

. A poorly developed wood products industry; and

. Inadequate valuation of forest environmental services and use of non-timber forest
products (NTFPs).

Recommendations

The consultants consider that the USAID proposed environment strategic objective (Forest, Water
and Biodiversty Resources Managed for Sustained Economic Growth) is appropriate. The
following are the recommended areas of intervention:

1 Sustainable management of natural forests in the Bolivian lowlands through an improved
system of incentives and with key forest management ingtitutions working in a
coordinated and efficient manner.

2. Improved community and private forest industries. This result could be accomplished by
enhanced trade and marketing strategies, appropriate research and development, and a
trained cadre of entrepreneurs.

3 Improved management of protected areas and biological conservation. It is
recommended to search for aternative means for long-term financing, an increased
involvement of the communities that live nearby, and a strengthened lega and
institutional framework for managing these aress.

4, Improved livelihoods of rurd communities through sustainable management of natura
resources. The impact of any intervention can be greatly improved if communities are
fully involved in the management of its natura resources.

In addition, USAID should consder the development of a crosscutting environmental
communication and education program in support of priority areas. Close collaboration between
the Environment, Health, Economic Opportunities, and Integrated Development SOs will alow
elements of the Environment to be built into the design of activities within the other Strategic
Objectives.

3. Gender Analysis
M ethodology

On January 2003, Deborah Caro (Devtech Systems) arrived in La Paz to help USAID/Bolivia to
integrate gender into USAID/Bolivia s new strategy. Caro reviewed documents, such as Strategic
Objective concept papers, the Conflict Vulnerability Assessment, other program-level and
sectoral assessments, evauations, and gender implementation plans. She also met separately with
each of the strategic objective teams to learn about their current programs and plans for the new
drategy period. The objective was not to have an intensive review of USAID/Balivia proposed
activities, but to give guidance of how to integrate gender issues and concerns in the planning
stage of the new strategy.
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Summary

The ADS requires al Missons engaged in a strategic planning process to examine two key
questions with regard to gender issues: (1) how will gender relations affect the achievement of
sustainable results; and (2) how will proposed results affect the relative status of men and
women? The ADS explains that in order to adequately address these two questions Strategic
Objective Teams (SOTs) must take into account the different roles of men and women, as well as
the relationship and balance between them and institutional structures that support them. When
possible, gender concerns should be treated as an integral part of the broad range of technical
analyses conducted in preparation of the strategic plan rather than as a separate issue. The four
domains of activity used to analyze gender relations and to identify gender-based congtraints in
the gender analysis are;

1) Access to resources, income, services, employment, and infor mation. Refersto accessto the
economic resources necessary to be a fully active and productive participant (social, economic,
and political) in Bolivian society, as well as to the benefits generated from participation;

2) Participation. Refersto the act of being present in activities, meetings, training courses, and
other development activities;

3) Legal Rights and Status. Refers to access to legal documentation such as identification cards,
voter registration, and property titles, as well as to the way people are regarded and treated by the
legd code and judicial system.

4) Decision-making and Exercise of Power. Refersto the capacity to freely make decisions and
exercise power within an individua’s household, community, municipdity, and the gtate. This
includes the capacity of adults to decide about: the use of household and ndividua economic
resources and income, choice of employment, use of municipal resources, and the capacity to
exercise ones vote, run for office, be an active legidator, and entering into legal contracts.

In developing its new strategy, USAID/Bolivia would benefit from building upon some gender
related activities aready fostered in its current strategy. This anaysis provides some examples of
ways for the strategic objective teams to move forward in grappling with the challenges posed by
the gender issues above.

Recommendations

1. Democracy. Examine whether the New Code of Criminal Procedures is being applied
equitably with regard to gender, ethnicity, class, and other social categories. The “ saneamiento
legidativo” is another opportunity to examine laws under the inclusion/exclusion lens, consider
gender training in any police training activity; look more closely a how decisions are made about
resource use and who is empowered to make decisions. These questions apply both to the
municipa and national level (the legidature).

2. Economic Opportunities. The SOT should consider what kind of gender-based constraints will
affect the success of the microfinance and trade programs. This is especialy important for the
trade activity since it just began. While is has been observed that women participate intensively
in production activities, it is not clear if they are benefited in a way commensurate with their
efforts. It is recommended to explore this issue in the next round of MAPA’s rura household
survey.

71



3. Hedth. Identify and develop ways to track the impact of empowerment and equitable
participation, as well as how to link these outcomes to the improved health of participants. Make
explicit gender-based congraints to improving hedth in Bolivia

4. Environment. The genera new emphasisin this SO isincreased community involvement in
forestry and parks activities. Its new strategy, however, should be also broadened to take into
account the different effects of participation of men and women in the community.

5. Integrated Development. The Chapare component of the Integrated Devel opment program has
aready a Gender Strategy. The suggestion is to implement and monitor its implementation
closdy.

6. Food Security Unit. Work with the Health and Economic Opportunities SOTs to agree on
common indicators with which to measure their objective of women’s empowerment in Mother
and Child Health and income generation programs.

4. Land Tenure Policy Assessment
M ethodology

The land policy assessment was conducted in two phases. The first phase occurred in October
2002 with the visit of Rafael Diez (Chemonics). Diez collected documentation and interviewed,
among others, local land experts and GOB officials. The second phase occurred in early 2003
with the visit of Jolyne Sanjak (USAID/Washington). Jolyne used the information collected by
Diez and complemented it with in-depth interviews with relevant Mission staff.

Summary

A well-established and maintained system of property rights recognized by al as legitimate gives
a country one of the critica ingtitutional elements that are a prerequisite to development.
Appropriate real property rights are a key dement for expanding economic opportunity,
fecilitating municipad development, achieving the goas of Integrated Development, and to
promote good stewardship of the environment. The coherence, economic rationality and
legitimacy of a given system of property rights aso has implications for public hedth, through its
linkage to economic growth and opportunity.

In recent years, the issue of land tenure and property rights has been increasingly front and center
in Bolivian palitics, both as an issue in its own right and as a source of socid conflict. Partly asa
result of this, the Government of Bolivia (GOB) has officidly designated land tenure and land
access as nationa priorities. The GOB’s policy framework in this area, known as Plan Tierra,
summarizes the current GOB strategy. The Plan seeks to implement nationwide rural land tenure
regularization, land distribution and human settlement programs. Land tenure is likewise
increasingly prominent on the policy agendas of Bolivias bilatera and multilateral donors.
Donor support up to now has focused on regularization (saneamiento) of rural and urban land
tenure (land titling) in selected locations, and improvement of the national property registry.

The process of land rights regularization and titling has been very dow. Required processes are
full of inefficiencies (specificaly, an excessive number of steps), bureaucratic delays and red
tape. Aggravating this stuation is the fact that redistribution requests have recently multiplied
many-fold. The downess of this process has served to fuel socid protest in various regions of the
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country. Protests have also started to focus on the basic legal framework underlying the process—
the INRA (Instituto Nacional de Reforma Agraria) law. For example, protesters have demanded
changes in the sub-soil property rights as currently set forth in the INRA, changes which would
require a comprehensive overhaul of the entire nationa policy regarding property rights.

Recommendations

1. Genera. The creation of Mission specia objective on Land Policy managed by the Program
Office or an inter-SOT working group that meets and consults regularly.

2. Integrated Development. Qupport the proposed Chapare pilot project that will demonstrate
how the process of land rights regularization (saneamiento) can be made efficient, transparent and
equitable. USAID should aso identify potentid pilot efforts to link municipa development
(capacity building) programs with saneamiento efforts. These actions will contribute
substantively to the INRA implementing agency’s capacity for land title regularization.

3. Democracy. The proposed democracy activity to support an overdl saneamiento legislativo (a
‘straightening out’ of al the laws of Bolivia, involving repeal of obsolete, contradictory and/or
duplicative laws) should be supported as soon as possible. The laws related to land tenure,

access, and utilization should be the first priority. The application of anticorruption tools and
mechanisms to the national property registry and Plan Tierraimplementation is also essential.

4. Policy Dialogue on Land Access and Economic Opportunity. Foster acceptance of policies
that view land as an economic asset (land markets, collateral, valuation), so as to facilitate its use
as an instrument for aleviating poverty through household income growth and diversification.

4. Integrated Development Assessment

M ethodology

On early 2003, a team of consultants from Development Associates arrived in La Paz to review
USAID/Boliviads past and current Integrated Development strategy and to make
recommendations for future adjustments. The team was headed by Donald Jackson and included
David Bathrick, Patricia Martin and Danielle Rodriguez-Schneider. Beyond the normal review of
documents and interviews, the team participated in a two-day workshop under the auspices of the
Ministry of Foreign Affairs and Worship. The workshop was designed to give input into the
preparation of a GOB’s new counter-narcotic strategy. Findly, the team visited the two most
important coca-producing regions (Chapare and Yungas) in the country. These trips allowed the
team to have first-hand information about the results of the program.

Summary

The USG's principal foreign policy goal of maintaining a fragile and incipient democracy in
Bolivia is closgly linked to its second policy god of removing the country from the international
illicit trade in cocalcocaine. While the pillars of both the USG and the GOB strategies with regard
to illicit coca have been, and remain, Integrated Development, Eradication and Interdiction, and
Public Information it is clear that, unless significant efforts are made, the very future of
democracy in Boalivia is threatened, as oppostion from pro-coca political forces becomes
increasingly violent.
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Ilicit coca cultivation and processing is driven by a series of issues based on poverty and a lack
of viable dternative economic opportunities, and is exacerbated by socid and institutional
factors. The closing of most of the country’s mines in the late 1980s initially spurred migration
by heavily unionized miners to the sparsely populated Chapare in the Cochabamba tropics, where
they have responded to the enormous market demand for cocaine in the US, Europe, and
elsewhere, and defended illicit coca production through a well-organized structure of unions and
federations. Nevertheless, this has since changed in recent years with a mgjority of Chapare
dwellers now emigrating from Bolivia's atiplano region according to the country’s most recent
census.

The lack of socid cohesion in the region, due to waves of immigration which broke down social
relationships, and a pattern of isolated, very small settlements with little socia infrastructure or
common traditions to bring people together, has made the union/federation structures the
dominant social and poalitical, as well as economic force. The lack of a viable state ingtitutional
presence, including functional services in the areas of justice, socid services, land tenure and use,
and municipal governance, has fecilitated the ability of the well-organized unions and federations
to dominate the existing ingtitutional structure or impose a parald, subgtitute structure where
none exists. Socia and institutional structures in the Y ungas, the area near La Paz where coca
has aways been grown for traditional uses, are more robust, but gtill inadequate to respond to the
needs of a population mired in endemic poverty, and attracted to the illicit coca trade not only for
its economic benefits, but because coca is an accepted part of the culture, with the distinction
between licit and illicit coca not dways clear.

USAID began its support for Integrated Development in the Chapare in 1987, with an amendment
to the Chapare Regiona Development Project (CRDP). CRDFP' s goa was revised as “Reduced
coca production in Bolivia” with te new purpose being, “To develop alternative sources of
income for people who are engaged, or could be potentially engaged, in the production,
processing, and marketing of coca in Bolivia” Crop substitution was the predominant guiding
principle of the project. The CRDP was then followed in 1991 by the Cochabamba Regional
Development Project or CORDEP. The goad of CORDEP was to increase investment,
productivity, and employment in licit activities to help Bolivia transform its economy from one
that was based on the production of coca to an economy based on the production of licit
commodities. The concept of crop substitution was replaced by the concept of economy
substitution. Implementation of the Counter-Narcotics Consolidation of Integrated Development
Efforts project (CONCADE), which began in 1999 and is ongoing, was designed to support the
Integrated Development component of the GOB’s Dignity Plan, which was based on the above-
mentioned pillars of Integrated Development, Eradication and Interdiction, plus Prevention and
Rehabilitation. CONCADE assistance has focused on developing and strengthening licit
economic aternatives, conditioned upon the recipient’s farm being free of coca. Supplementary
funds provided through Plan Colombia enabled USAID/Bolivia to support GOB efforts to expand
the Dignity Plan into the Yungas, to help eiminate coca production over the legal limit for
traditional use by supporting measures to increase household incomes or reduce household costs.
The Yungas Development Initiative (YDI) is a multi-pronged, two-year (2001-2003) program
supporting socid and productive infrastructure, dternative economic activities, citizen
participation and municipa strengthening, and health and sanitation improvements.

Between 1997 and 2002, great progress was made in coca eradi cation—coca land declined from
45,800 to 18,900 hectares. An unintended side effect, however, was a 400% increase in the price
of coca, and rapid expansion of coca cultivation in the Yungas, where there is no eradication
program because of the difficulties in distinguishing legal from illicit coca, the topography, local
resstance, and GOB wesknesses. So, while income from licit crops promoted by Integrated
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Development (AD) programs has increased, it is evident that it cannot keep pace with coca.
Further, problems within the AD program itself have hampered effectiveness, such as marketing
problems, lack of development of off-farm income opportunities, lack of participation and
attention to the effects of the social and ingtitutional issues noted earlier, and lack of an effective
communications strategy. The situation has been aggravated by overall economic decline, which
has maintained or increased poverty at high levels, particularly in rura areas, and by the highly
unstable political situation.

A new dedlicately baanced codition government took power in August 2002 by the dimmest of
margins, narrowly beating a pro-coca, pro-socidist/populist candidate. Since the eection, the
government has continued to lose popularity and effective control, especiadly regarding issues
surrounding cocalcocaine. This has led to an increased attitude of empowerment and militancy
on the part of coca growers. It is evident that the sustainability of the Integrated Development
strategy is at stake, together with the sustainability of the broader anti-narcotics effort, and even,
perhaps, of democracy itself. Accordingly, in support of the GOB’s Nuevo Compromiso (New
Commitment) anti-drug strategy, a new strategic approach is necessary. The GOB strategy calls
for Integrated Development that is participatory, integrated and sustainable. Therefore, the
recommendations for a new USAID/Bolivia strategic approach to Integrated Development, in line
with these guiding principles, encompass a broad range of issues and interventions, addressing
socia and ingtitutional, as well as economic development; emphasize participation and greater
inclusion of groups which to date have benefited little from AD, including women and indigenous
and young people of both genders; and are focused on achieving sustainability of the gains made
by Integrated Development.

Recommendations

While the Alternative Development (soon to be “Integrated Development” under the new, 2005-
2009 USAID/Bolivia Country Strategic Plan) will continue working in generdly the same
geographic areas, and using much the same sectora approaches USAID should seek to effectively
consolidate gains made to date so as to prevent backdiding inillegal coca cultivation.

This includes consolidating gains made in developing a licit economy in the Chapare by
increasing the capacity of licit enterprises and farmers to be economically viable without
subsidies. Subsidies distort economic incentives and create additional long-term costs.

The increase in illegal coca planting in the Yungas will require an approach that will likely rule
out forced eradication, given historical, politicd and tactica consderations regarding the
difference between the Yungas and the Chapare, and the legality of much of the coca cultivation
in the Yungas. The emphasis will need to be on a persuasive, incentive-based approach that
responds to real basic needs of local communities, such as rural electrification, potable water and
sanitation systems, improved roads and health services, and increased access to justice.
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